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ABSTRACT 
This thesis is concerned with accounting for the brand 
management function. Two distinct perspectives are taken: the 
first derives from aspects of organisational and behavioural 
accounting research, and the second concerns organisational 
implications of brand valuation. 
Both perspectives were initially approached by means of 
exploratory interviews and a literature review. Hypotheses 
pertaining to the first perspective were analysed via survey 
data collected in nine strongly-branded, fast-moving consumer 
goods (FMCG) companies. 
Propositions concerned with the implications of brand valuation 
were developed and used as the basis for measuring attitudes to 
brand valuation. A questionnaire concerned with brand valuation 
attitudes was administered to senior-ranking officials in 
strongly-branded, FMCG companies. 
The final methodological phase, for both perspectives, involved 
a case study conducted in a strongly-branded, FMCG company. 
Significant findings arising from this study include: 
1) Managers who see their company as being short-termist, 
hold more positive attitudes to brand valuation. 
2) Marketing-orientated managers are more favourably 
disposed to brand valuation than accounting-orientated managers. 
3) Organisational benefits arising from brand valuation are 
more strategically, than operationally, orientated. 
4) Brand manager budget participation is significantly 
negatively-related to job-related tension, and positively- 
related to trust in superior and attitude to reliance on 
accounting performance measures. 
5) Budget participation is more effective in reducing job- 
related tension in situations of high, compared to low, task 
uncertainty situations. 
6) Reliance on a brand manager's accounting performance is 
positively related to brand manager performance and motivation, 
and negatively associated with job-related tension. 
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1.1 Introduction 
This thesis is concerned with the accounting control of the 
brand management function. Brand management represents a 
particularly appropriate research topic in management accounting. 
This is because brands have recently been the subject of 
considerable debate amongst parties interested in financial 
accounting standards (Barwise et al., 1989). This debate centres 
on the contention of many accountants and marketeers that a brand 
constitutes a valuable asset defined with sufficient clarity to 
warrant separate recognition on the balance sheet. In connection 
with this debate, a central issue to much of this study is the 
internal implications of conducting periodic brand valuations. 
The two related issues of whether brands should be recognized 
in the external accounts and 'what method of brand valuation 
should be adopted, have not been explicitly addressed in this 
work. To have involved the study in such matters would have 
detracted from its management accounting focus. The first issue 
would have necessitated a stronger financial accounting 
orientation, ' while the second would have required an extensive 
review of the economics literature on value. 
A research project such as that described in this thesis can be 
seen as the distillation of a seemingly endless series of 
decisions on scope and design. The decision to adopt a management 
-1- 
accounting perspective in this study was one of the earliest and 
most significant of such decisions. It is significant, as\ a 
theoretical perspective was established that provided parameters 
for all subsequent work. Reference in the first chapter to the 
management accounting orientation of the study provides the 
reader with a frame of reference for the entire thesis. 
Part of the impetus for undertaking this research study was the 
unsubstantiated view that brand management might in some way be 
affected were brands to be recognized as financial assets. This 
view was based on the belief that valuation would, for 
strongly-branded companies, reinforce management's appreciation 
of the worth of, what may be, the company's most valuable assets. 
One of the earliest events bringing the "brand debate" more into 
the open occurred in 1988, when Ranks Hovis McDougall's brands 
were valued and capitalised at £678 million, i. e. ' a staggering 
55% of the company's reported net assets. A further example of 
the importance of brands is provided by the Managing Director of 
United Biscuits Ltd. who comments: ' 
"We believe that the most important assets of 
United Biscuits are its brands. Buildings age 
and become dilapidated. Machines wear out. 
Cars rust. People die. But what lives on are 
brands. " (Smiddy, 1983) 
It should be pointed out that brand longevity only occurs when 
management makes a conscious choice to develop and maintain them 
(incurring considerable outlays in so doing) and when consumers 
react to such promotional support by continuing to purchase the 
brand. 
-2- 
In the course of investigating brand management accounting 
control, the thesis also focuses on the nature of variables that 
have been discussed in the organisational and behavioural 
accounting literature. By analysing the relationships between 
variables such as participation in budget-setting, reliance on 
accounting performance measures, task uncertainty, job-related 
tension, etc., in the novel context of brand management, it is 
hoped that significant extensions can be provided to the existing 
organisational and behavioural accounting literature. 
The thesis initially involves a literature-search drawn on the 
following areas: the roles of budgeting, behavioural and 
organisational accounting research, the marketing/accounting 
interface, marketing assets and accounting for intangibles. This 
literature provides the basis for organisational and behavioural 
accounting hypotheses developed for testing in the context of 
brand management. The literature review also provides the basis 
for a model that focuses on the internal implications of. brand 
valuation. While this model is not specifically tested, its 
underlying propositions allow the testing of hypotheses concerned 
with attitudes to brand valuation. The remainder of the thesis 
involves a description of the collection and analysis of 
empirical data and a discussion of issues relating to the 
research findings. 
1.2 Study objectives 
The general purpose of this study is to investigate issues 
surrounding internal accounting systems applied to brand 
-3- 
management. More specifically defined research objectives 
highlight the alternative orientations evident in the study. 
That part of the study deriving from the organisational and 
behavioural management accounting literature is designed 
uncover whether the distinct iob characteristics of brand 
described in the literature. This literature has been influenced 
by a preponderance of empirical work focusing on the engineering 
and manufacturing functions. While some studies have drawn on 
samples from several functional areas, only Hayes (1977) and 
Brownell (1985) have specifically addressed the implications of 
functional differences. The significance of this study arises due 
to the paucity of earlier research that has involved subjects 
outside the production and engineering functions. No 
organisational and behavioural accounting study focusing on the 
brand management function has been found. One objective of this 
study is to partially redress potential misconceptions in the 
literature that have arisen from the undue emphasis placed on 
accounting control in the context of production and engineering. 
Hypotheses are developed within a brand management context with 
respect to relationships between independent variables, such as 
reliance on accounting measures of performance in subordinate 
appraisal, participation in budget-setting and task uncertainty, 
and dependent variables such as performance, motivation, 
job-related tension and trust in superior. The significance of 
this study, that stems from the distinct characteristics of the 
-4- 
organisational function under review, can be highlighted by 
reference to the literature concerned with reliance on accounting 
measures of performance. The many studies that involve this 
variable invariably refer to the conflicting results reported by 
Hopwood (1972) and Otley (1978). Both of these studies were based 
on production managers. Many appear to hold a belief that 
reconciliation of Hopwood's and Otley's results holds the key to 
our understanding the nature of this variable. A finding arising 
from this study is that this belief might be somewhat misguided. 
It is suggested that the reason behind any significance of 
reliance placed on accounting performance measures in a 
production context differs to the reason for its importance in 
the context of brand management. 
The brand valuation phase of the research has two main 
objectives. Firstly, to establish the nature of organisational 
implications associated with periodic brand valuations. Secondly, 
to establish what factors influence attitudes to brand valuation. 
With respect to this second objective, the following three 
hypotheses are tested: 
a) Management in companies characterised by high short-termism 
are more favourably disposed to brand valuation. 
b) Management in companies with a low marketing-orientation are 
more favourably disposed to brand valuation. 
c) Marketing-orientated management is more favourably disposed 
to brand valuation than accounting-orientated management. 
-5- 
1.3 Significance of the study 
It is believed that brand management represents a particularly 
appropriate subject for management accounting research for the 
following five reasons: 
a) The brand manager is uniquely placed as a marketing official- 
with custodial responsibilities over a specific intangible asset., 
By focusing on a corporate activity involved in the development 
of a significant intangible asset, it is believed that the study 
offers considerable potential for the development of accounting 
theory in a hitherto under-researched area. 
-, b) The responsibility of brand managers that was referred to in 
(a), combined with the accounting model's shortcomings in the 
area of intangible asset control, result in the brand manager 
being located at the focal point of considerable potential 
conflict between the aspirations of the marketing department and 
accounting-based controls. This potential for conflict augurs 
well for hypotheses relating to tension and accounting control of 
brand managers. 
c) Brands experienced a considerable growth in strategic and 
economic value in the 1980's (Barwise et al., 1989). This fact 
implies a growth in the significance of appropriate brand 
custodianship and brand accounting systems. 
d) As has already been noted, much of the novelty of this study 
lies in the lack of prior management accounting research 
specifically focusing on brand management. While studies 
addressing accounting for the marketing function are clearly 
relevant, the following two major distinctions between marketing 
-6- 
and brand management are evident: 
i) The process of branding involves the development and 
maintenance of sets of product attributes and values which are 
coherent, appropriate, distinctive, protectable and appealing to 
consumers. (Murphy, 1987, p. 3). Brand management can thus be 
seen to be a sub-component within the marketing function, which 
is involved in strategy development and implementation consistent 
with the sale of products and services to consumers in a 
profitable manner. The role of the brand manager, however, can 
also be seen as broader in scope than the typical role of a 
marketing manager who may be concerned with fairly specialised 
activities, e. g. design of a promotional campaign or the 
management of a market research project. In the case study phase 
of this study, the brand manager is described as being charged 
with championing the interests of the brand. This involves the 
brand manager in diverse activities, e. g. providing projected 
sales level information to production managers, conducting 
off-site brand promotion presentations, implementing agreed 
promotional strategies and liaising with retail companies' 
purchasing managers. 
ii) The brand manager's position is characterised by 
inconsistent levels of responsibility and authority. The 
incumbent of the position is typically viewed as subordinate to 
middle management, yet is charged with furthering all interests 
of the brand. There is thus a responsibility/authority 
contradiction, i. e. the brand manager has ill-defined upper 
limits of responsibility yet limited authority. The brand manager 
is believed to differ from the typical marketing manager in this 
-7- 
regara. 
e) The brand manager is closely associated with an intangible 
marketing asset. The importance of this asset appears to be well 
appreciated by marketing academics (e. g. De -Chernatony and 
McWilliam, 1988) and practioners (e. g. Murphy, 1987) alike; 
however, brands have received scant attention in the academic 
accounting literature. In practice, due to the problems 
associated with objectivity, intangible assets are generally 
afforded no explicit recognition by management accounting 
systems. As was inferred above, such accounting treatment is 
bound to call the adequacy of the control and support of these 
assets into question. In fact, the ability of management to 
increase reported income in the short-term - by foregoing 
intangible investment illustrates a fundamental shortcoming of 
the financial accounting model (Kaplan, 1984a). 
Related to this final point is the need for appropriate 
accounting recognition of both tangible and intangible assets, an 
issue-that has been the subject of recent comment from the 
Institute of Chartered Accountants of Scotland (McMonies, 1988) 
and also Arnold et al. (1991). A common theme to these two 
reviews of the shortcomings of existing accounting practice is a 
call for greater attention to be focused on wealth measurement. 
This would represent a move away from what is seen to be an 
overemphasis on ascertaining profit. 
By analysing the brand valuation issue, this study invokes the 
widely documented problem of short-termism that, is associated 
-8- 
with accounting controls (Rappaport, 1978; Simmonds, 1981; 
Kaplan, 1984; Wilson, 1986 and Piercy, 1986a). It is also 
concerned with describing the nature and relative importance of' 
internal accounting systems in marketing, a management activity 
that is widely recognized not to lend itself to traditional 
accounting controls. 
1.4 Research methodology 
A distinction is frequently drawn between quantitative and 
qualitative social science research. It would be misleading, 
however, to suggest that all social science research can be 
classified as simply quantitative or qualitative, as the two 
approaches are extreme points on the same continuum (Bryman, 
1988). The primary orientation of the research design employed 
in this study is more characteristic of quantitative research. 
For this reason, it is appropriate to consider a model of 
quantitative social science research and use it to describe the 
research design employed herein. 
Figure 1.1 is an adaptation of Bryman and Cramer's (1990) 
model of the quantitative research process. The adaptations made 
to Bryman and Cramer's model are: 1) the inclusion of this 
study's chapter numbers in a manner that highlights where each 
stage of the research process is described in the thesis; and 
2) the removal of that part of the original model that related 
to the choice between survey and experimental research designs. 
The second adaptation has been made as an experimental research 
design has not been used in this study. The research stages 
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THE OUANTITATIVE RESEARCH PROCESS 
> THEORY (Chapters 2,3 and 4) 
HYPOTHESIS (Chapter 5) 
OPERATIONALISATION 
OF CONCEPTS 
i SELECTION OF 
RESPONDENTS 
(Chapter 6) 
(Chapter 6) 
COLLECT DATA (Chapter 6) 
ANALYSE DATA (Chapters 7 and 8) 
1 
FINDINGS (Chapter 10) 
Adapted from: Bryman and Cramer (1990, p. 3) 
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referred to in figure 1.1 provide convenient headings for 
introducing this study's research methodology. 
1) Theory : The starting point in research involves a 
consideration of existing, or the development of new theory. A 
strong theoretical appreciation can be viewed as a prerequisite 
to informed hypothesis formulation. The relative novelty of 
viewing brand valuation as an internal accounting tool has 
limited the discovery of directly applicable theory in the 
literature. Despite this concern, chapter 4 draws on the 
marketing/accounting literature that is seen to be most relevant 
to the development of informed hypotheses. Similar concerns can 
be raised with respect to the limited relevant theory in the 
organisational and behavioural accounting literature. No study 
based on brand management has been found. As a consequence of 
literature shortcomings, a series of exploratory interviews with 
informed practioners has been conducted. These interviews were 
designed to compensate for any potential weakness stemming from 
an inadequate theoretical grounding. 
2) Hypothesis development: It is rarely possible to test a 
complete theory, instead, hypotheses which relate to facets of 
the theory are developed. The hypotheses can then be tested. 
Chapter 5 is concerned with the rationale behind hypotheses 
developed for testing in this study. 
3) Operationalisation of concepts: In order to test a 
hypothesis it is necessary to operationalise the concepts 
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referred to. It is only when such concepts have been 
bperationalised that one can move to measure the parameters of 
interest. The measurement of variables referred to in chapter 5 
is described in chapter 6. 
4) Selection of respondents or subjects: If data on the 
variables of interest (i. e. the operationalised concepts) is to 
be collected via a survey, one must identify an appropriate 
sample of people to whom the questionnaire can be administered. 
The sampling strategy employed in the two surveys administered 
in this study is outlined in chapter 6. 
5) Collect data: The data collection process is described in 
chapter 6. This description elaborates on the response rate 
achieved in the two surveys as well as the techniques employed 
to strengthen the response rate. 
6) Analyse data: This stage of the research process is 
concerned with a description and analysis of relationships 
subsisting in the data collected. Quantitative data analysis 
represents the primary mode of hypothesis testing in the study. 
This testing involves analysing relationships (both connections 
and differences) between variables. Chapters 7 and 8 describe 
the multivariate analysis of survey data collected. 
7) Findings: The results of hypothesis testing are presented 
in chapters 7 and 8. It is not until the final chapter, however, 
that the findings are subjected to broader discussion and 
interpretation. Such discussion is important as it places the 
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findings of the study in the context of earlier relevant 
studies. Limited earlier work on brand valuation tends to limit 
discussion on this aspect of the research to an interpretation 
of the findings. With respect to the organisational and 
behavioural accounting hypotheses that have been tested, there 
is considerable scope for comparing the findings of this study, 
conducted in a brand management context, with similar studies 
conducted in other contexts. 
One step that has been taken that is not referred to in figure 
1.1 is the completion of a case study. This research technique 
can not be accommodated in the figure (which outlines the stages 
of quantitative research) as it is concerned with the generation 
of qualitative data. 
A case study, by affording the researcher with an opportunity 
to thoroughly investigate the nature of one brand accounting 
system, not only represents a powerful research technique in its 
own right, it also provides further education not available' in 
the literature. When added to a theoretical review that has 
revealed an apparent paucity of previous work, the case study 
represents a legitimate method of facilitating more enlightened 
discussion of the survey findings. For this reason, it was felt 
appropriate to include a case study in the thesis. 
1.5 Thesis organisation 
The foregoing section, outlining the research process, 
included several references to relevant chapters in the thesis. 
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This section provides a more complete description of the 
organisation of the thesis. 
Chapters 2,3 and 4 provide a review of relevant literature. 
Chapter 2, which is concerned with the nature of planning and 
control and the roles of the budget, has a strong normative 
orientation. The chapter also discusses the theoretical 
distinction between management and financial accounting, as well 
as concerns raised in the literature over the limited extent to 
which management accounting practice has developed distinct 
accounting treatments that depart from those applied in 
financial accounting-. 
Chapter 3 reviews the mainstream of behavioural and 
organisational management accounting literature. The chapter is 
organised by research orientations (1. human relations, 2. 
social psychology, 3. organisational theory), following 
Macintosh (1985) and Bromwich and Hopwood (1986). It was 
discovered to be increasingly difficult, however, to identify 
some of the examples of more recent research under one heading, 
as this would have resulted in their disassociation from other 
headings which appear to be equally appropriate. This problem 
arises because such research exhibits facets' characteristic of 
several orientations. For this reason, the term 
multi-orientated organisational behavioural accounting 
research was also deployed as a heading in the review. It is 
suggested that the drawing together of the various strands of 
organisational behavioural accounting research signifies a 
higher level of maturity than that which had been attained 
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previously. One should add, however, that this field of research 
continues to exhibit characteristics suggestive of immaturity. 
This latter comment is made due to the extent to which the 
literature is replete with contradictory results -and the 
substantial content of piecemeal° work that has inadequately 
forged connections with earlier studies. 
Chapter 4, while representing a review of literature relating 
to the marketing/accounting interface, has been written with a 
view to considering the desirability and extent to which 
management accounting is equipped to react to claims that it 
should, and could, recognize intangible marketing assets. As 
brands represent an example of an intangible marketing asset, 
this literature treatment has allowed the issue of internal 
brand recognition to be considered in a broader literary 
context. Discussion focuses on the view, put forward by some, 
that exclusion of intangible marketing assets from the 
accounting system results in dysfunctional intangible marketing 
asset management. A"typology of intangible marketing assets -is 
developed from an accounting perspective. This typology 
highlights the segregation problems encountered when accounting 
for intangible assets and identifies the inputs and outputs 
associated with intangible- marketing asset management. This 
chapter has provided the basis for a subsequent journal paper 
(Guilding and Pike, 1990). 
Chapter 5 is concerned with developing organisational and 
behavioural research hypotheses drawn from the literature review 
reported in chapter 3. A model of the implications of internal 
-15- 
brand value recognition (the subject of chapter 4) is largely 
drawn from the roles of the budget (outlined in chapter 2). This 
chapter can thus be seen to be playing a pivotal role by drawing 
together the material discussed in the three literature 
chapters. Hypotheses are developed concerning factors that are 
believed to influence attitude to brand valuation. The remainder 
of the chapter discusses the research methodology employed to 
test the hypotheses. 
Chapter 6 describes the exploratory interviews held during the 
formative stages of the thesis. It also reviews the design of 
the two questionnaires and administration of the two surveys. 
The analysis and results of the brand valuation survey are 
described in chapter 7, and the analysis and findings of the 
questionnaire administered to brand managers are the subject of 
chapter 8. 
The case study reported in chapter 9 provides an opportunity 
to explore the symbolic aspects of budgetary control in a brand 
management context. For this reason, a small review of the 
symbolic roles of the budget has been included in the chapter. 
The remainder of the chapter is devoted to summarising the 
findings made interviewing brand managers and reviewing 
documents pertinent to the function. 
Finally, chapter 10 discusses the research findings, 
limitations of the present study, and related issues for further 
research. 
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1.6 Spry 
Chapter 1 has introduced this thesis on accounting for brand 
management. The general objective of the research was identified 
as being to investigate issues surrounding accounting controls 
exerted over brand management. Two themes evident in the study 
have been highlighted: 1) analysis of the internal implications 
of brand valuation and factors affecting attitudes to brand 
valuation; and 2) analysis of organisational and behavioural 
accounting research issues in the context of the brand 
management function. 
The belief that this study is relevant, interesting and worthy 
of research at the doctoral level was supported by several 
observations. Firstly, brand valuation represents a relatively 
novel financial accounting approach that has been the subject of 
recent controversy amongst parties interested in accounting 
standard setting. No study has been found that addresses the 
internal implications of brand valuation. Secondly, the study of 
brand valuation invokes the issue of short-termism that has been 
widely referred to in the accounting literature. Thirdly, 
certain characteristics that are believed to be peculiar to the 
position of brand manager, suggest that findings arising out of 
organisational and behavioural accounting hypotheses tested in 
the context of brand management should be of interest. Fourthly, 
the study can be seen to be located at the marketing/accounting 
interface that is widely regarded to be poorly developed and 
researched. 
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The chapter has also provided an introduction to the 
quantitatively-orientated research methodology employed in the 
study. The penultimate section of the chapter involved a 
description of the layout of the thesis. 
3y. 
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2.1 Introduction 
The subject of this chapter is the nature of planning and 
control and the essentially normative literature pertaining to 
the roles of the budget. A review of this literature is pertinent 
to the study as it gives one an understanding of the nature of 
the budget - the primary management accounting control tool - 
thereby providing a basis for generating research questions 
concerned with management accounting for, and more specifically, 
budgetary control of, the brand management function. The 
relevance of this chapter to the overall study is also evident in 
chapter 5, where the budgetary roles are employed to generate a 
model concerned with the implications of brand valuation. 
This chapter has more of a theoretical and normative 
orientation than is evident in the review of organisational and 
behavioural accounting research, conducted in chapter 3. While 
the subject matter of this chapter has a strong normative bias, 
an attempt has been made to cite empirical research concerned 
with the roles of the budget, whenever appropriate. 
The orientations of management and financial accounting are 
also reviewed in this chapter. While a theoretical distinction 
between the two is apparent, commentators' concerns over the 
limited extent to which management accounting has successfully 
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developed and employed practices that are not found in financial 
accounting, are noted. 
2.2 Organisational planning and control 
In order that an appreciation of the nature of the budget may 
be gained, it is important that it be placed in the context of 
the organisation's' planning and control process. These two 
activities, elaborated upon below, will be considered from a 
management accounting perspective. Although planning and control 
are treated as separate (consistent with most management 
accounting commentators), this dichotimisation is somewhat 
artificial because control requires plans and the process of 
planning is itself a control process (Otley, 1988). 
This problem of separating planning and control is noted by 
Horngren and Foster (1987, p. 3): 
"planning and control are so strongly interlocked 
that it seems artificial to draw rigid 
distinctions between them. Managers certainly do 
not spend time drawing such rigid distinctions". 
While there appears to be an overlap in the functions of 
planning and control, they are generally distinguished in the 
following manner. 
2.2.1 Planning 
Horngren and Foster (1987) define planning as, ".... a 
delineation of goals, predictions of potential results under 
various ways of achieving goals, and a decision of how to attain 
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the desired results". (p. 3). 
The somewhat broad nature of this definition can be rendered 
more specific if planning is broken into its long-range (i. e. 
corporate or strategic planning) and short-term components 
(Sizer, 1979). Long-range planning represents a formalised 
process of directing operations towards desired objectives for 
periods that extend beyond one year. The short-term plan covers 
one year and is in effect, the annual budget. This budget should 
be set within the parameters outlined by the long-term plan and 
" ... must accept the environment of today, and 
the physical, human and financial resources at 
present available to the firm". (Drury, 1985, 
p. 445) 
Figure 2.1 captures the nature of the relationship between the 
roles of the annual budget and the long-term planning process. 
The role of the budget as a control tool is also apparent in 
boxes 5,6 and 7 of the figure. In this control capacity, the 
budget represents a standard against which performance can be 
appraised, thereby facilitating a long-term control feedback loop 
(between boxes 7 and 2) and a short-term control, feedback loop 
(between boxes 7 and 5). 
2.2.2 Control 
A distinction can be drawn between control and controls 
(Drucker, 1964). Controls comprise the various tools, techniques, 
methods etc., that are deployed in an attempt to achieve control. 
Controls (eg. budgets) can thus be seen to be a means to an end, 
with the end being control. 
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FIGURE 2.1 
ROLE OF THE BUDGET IN THE PLANNING 
AND CONTROL PROCESS 
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Otley (1988, p. 13) notes that the word control is, "probably 
one of the most ill-defined in the English language, having a 
wide range of connotations,. ranging from 'manipulate' through 
'inspect' to 'prohibit'". These wide interpretations, combined 
with the fundamental importance of organisational control, have 
resulted in considerable academic interest in the subject. 
Although a review of the management literature on control is 
beyond the scope of this study, one should nevertheless 
appreciate that there is a wide range of controls that exist in 
the organisation. It is with respect to this range of 
organisational controls that Macintosh and Daft (1987, p. 50) 
comment: 
"The reason accounting systems alone represent a 
narrow view is that the package of formal 
controls in an organisation typically includes . 
accounting reports, the budget, formal hierarchy 
and supervision; job descriptions; rules and 
standard operating procedures; statistics for 
measuring performance; organisation structure; 
employee performance appraisal systems; and 
corporate culture (Lawler, 1976; Flamholtz, 
1983). These controls may seem an ad hoc collecton 
of techniques and mechanisms, but in many cases 
they are tangible elements of a strategy to 
create an integrated organizational control 
package (Otley and Berry, 1980; Otley, 1980; 
Flamholtz, 1983)". 
In the context of overall organisational control management 
accounting can be seen to represent one of the major. control 
systems. Emmanuel and Otley (1985, p. ix) comment: 
". .. one set of formal controls appear to be 
used, albeit in differing ways and to differing 
extents, in all business organizations. These 
are the formal controls inherent in the use of 
an internal or management accounting system". 
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They continue, 
"Accounting information is an important control 
tool because it provides. one of the " few 
quantitative, integrative mechanisms that are 
available. " (p. 29) 
Emmanuel and Otley see management accounting playing an 
important and central control function for two reasons. Firstly, 
it measures financial performance which is a necessary 
prerequisite to the continuation of the business. Secondly, it 
represents the only way of measuring the results of diverse 
activities in terms of a single dimension, ie. money. 
In Drury's (1985) definition of control, the link between 
control and planning, that has already been referred to above, is 
evident: 
"Control is the process of ensuring that a firm's 
activities conform to its plans and that its 
objectives are achieved. There can be no control 
without objectives and plans as these 
predetermine and specify the desirable behaviour 
and set out the procedure which should be 
followed by members of the organisation to ensure 
that the firm is operated in the desired manner". 
(p. 366) 
Otley and Berry (1980) also specifically recognise the link 
between planning and control in the first of four conditions that 
they suggest must be present before a process can be said to be 
controlled: 
"1) Objectives must exist, for without an aim or purpose 
control has no meaning. 
2) The output of the process must be capable of being measured 
in the same terms as the objectives being pursued. This allows a 
-24- 
comparison to be made between desired and actual attainment of 
objectives. 
3) A predictive model of the process being controlled must 
exist. This enables the cause of failure to meet an objective to 
be ascertained and, even more importantly, the consequences of 
proposed alternative corrective actions to be evaluated. 
4) The capability must exist to take effective action that 
will reduce the deviation of actual performance from that which 
is desired. " 
The relationship between Otley's four conditions and the 
process that is to be controlled is clearly shown in figure 2.2. 
The budget represents an example of an objective or plan (box 1), 
while the entire control process depicted in the figure, can be 
interpreted in terms of a budgetary control model. 
Having noted the importance of management accounting in 
organisational control, the significance of the budget, the major 
control tool of management accounting, becomes evident. With 
regard to the importance of budgetary control, Otley (1988, p. 
30-31) notes: 
"As it is the major formal technique available 
for overall management control it is of the 
greatest importance at senior management levels. 
Such a description of budgeting is not intended 
to denigrate the importance of less formal 
methods of control; these are often more 
important and more effective than any accounting 
controls. Yet the fact remains that budgeting is 
often the sole formal integrative control that 
exists at senior management level. It is 
admittedly imperfect, but as it may fairly be 
said that in the kingdom of the blind the 
one-eyed man is king, so budgeting fulfills a 
vital role". 
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FIGURE 2.2 
A MODEL OF A CONTROLLED PROCESS 
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Having highlighted the nature of organisational planning and 
control, and placed the budget in the context of these 
activities, the literature pertaining to the roles of the budget 
will now be considered. 
2.3 Roles of the Budget 
The roles of the budget described in the normative literature, 
and the empirical literature concerned with the nature and 
importance of these roles, are reviewed in this section. Emphasis 
is bound to lie with the normative literature, because while 
there is much speculation and theory with respect to the 
appropriate use of budgets, there is a much smaller body of 
empirical evidence concerned with the role of the budget in 
business. environments (Lyne, 1988). 
The budget uses identified by Emmanuel and Otley (1985) are 
indicative of the roles promulgated by other contributors to the 
normative literature on budgeting (e. g. Arnold and Hope, 1983; 
Drury, 1985; Horngren, 1987; Shillinglaw, 1982). For this reason, 
Emmanuel and Otley's list of roles (authorisation, forecasting, 
planning, communication and co-ordination, motivation and 
performance evaluation) will be used as the basis for structuring 
the review. In addition to this list, two further aspects of the 
budget, its political role and role as a" creator of 
organisational reality, are also considered below. 
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2.3.1 Authorisation 
One role of the budget is to outline the expenditure that a 
manager may incur. This budgetary role is most apparent in 
connection with discretionary expenditure (expenditure for which 
the optimal relationship between resources used and output 
achieved is not known, e. g. advertising and R&D). The importance 
of a budget used in the authorising role is evidenced by the 
highly negative connotation given to the term over-run. 
This role of the budget can be seen to represent an input 
control. Input controls are concerned with controlling the amount 
of resources that are to be allocated to the process that one is 
seeking to control. 
2.3.2. Forecasting 
Sales forecasting can be seen to be a prerequisite of the 
budget, for it is only once a prediction of activity levels has 
been made that the remainder of the budget may be prepared. The 
prerequisite nature of this function is important as it obliges 
forecasts to be systematically prepared on an annual basis as a 
constituent part of the budgetary process. Once sales forecasts 
have been established, the remainder of the budget, consistent 
with forecast sales can be developed. 
Lyne (1988), in a study of managerial attitudes in 13 medium 
and large U. K. manufacturing companies, found that forecasting 
future performance was held to be the primary role of budgets 
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(the planning role of budgets was subsumed within the forecasting 
role in this study). Lyne notes that little has been written on 
this role of budgets and suggests that this may be because 
forecasting and planning are of such fundamental and obvious 
importance to any organisation. This importance is manifested by 
the observation that companies often take up to four months to 
complete the forecasting process and sales forecasts are revised 
an average of five times (Imhoff, 1986). 
Problems with the accuracy of budgets as forecasts are evident 
in research conducted investigating budgetary slack (Schiff and 
Lewin, 1970; Onsi, 1973). Schiff and Lewin argue that divisional 
managers deliberately build slack into their budgets. As the 
budget is used as a measure of performance, the manager's 
interest is served by obtaining a slack budget. This reduces the 
chances of him being held responsible for an adverse budget 
variance. In Schiff and Lewin's empirical study, they produced 
evidence that supports their assertion that, in most cases, 
budgets include 20-25 % slack. Onsi also found evidence 
suggestive that budgetary slack represents a serious threat to 
the accuracy of the budget as a forecast instrument. 
2.3.3. Planning 
Horngren and Foster's (1987) definition of planning has already 
been cited above. The "predictions of potential results" element 
of this definition appears to refer to the forecasting function 
that has just been described. Consistent with Horngren and 
Foster, several other authors also subsume the role of 
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forecasting under the heading of planning (or vice versa). 
In the interest of clarity'the distinction between forecasting 
and planning is maintained in this review of budget roles. This 
distinction, apparent in Emmanuel and Otley's (1985) work, 
appears to be not only related to the broader nature of planning 
but also the respective emphasis of the two roles, that is 
apparent when they are considered on a passive-proactive 
spectrum. Forecasting carries more of a passive connotation with 
respect to the environment confronted by the firm, while planning 
carries a proactive inference. Emmanuel and Otley distinguish 
between the two in the following manner: 
"Forecasting refers to the prediction of events 
over which the organisation has little or no 
control; planning is the attempt to shape the 
future by altering those factors that are 
controllable in the light of available 
forecasts". (p. 111) 
In a similar manner to that noted in connection with 
forecasting, an important aspect of the budget. is that it 
formalises and facilitates the planning function. This is 
significant because the long-term perspective of planning may 
otherwise cause it to be constantly relegated behind more 
pressing, short-term managerial matters, with the result that it 
never receives the attention that such an important corporate 
activity warrants. 
The ways that the budgeting system serves the planning process 
include the following: 
1) It enforces managerial involvement in planning on an annual 
basis. 
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2) It requires managers to translate their plans into 
operational measures, i. e. the budget. 
3) It forces managers to consider the operational 
ramifications, measured in financial terms, of their plan. 
2.3.4. Communicatibn and co-ordination 
Budgets represent an organ through which the plans of upper- 
management are communicated to those managers responsible for 
their implementation. While conveying the outline of a plan they 
also represent an indication of policy constraints. This 
communication to all managers creates a degree of co-ordination 
whereby managers are informed of the needs of others with whom 
their organisational sub-units interact. It also increases 
manager's awareness 'of the way in which their particular 
responsibilities fit into the total organisational picture. 
Such co-ordination can be seen to take place both vertically 
and horizontally. Vertical co-ordination occurs as budgeted goals 
are communicated in a downward direction, informing lower 
management about upper management's expectations; while upper 
management is informed of lower management's performance and 
achievements through the upward movements of information 
comparing budget with performance. Horizontal communication 
should reduce the extent to which responsibility centres pursue 
unilateral plans that are narrowly focused and carry the 
potential for adverse outcomes when the organisation is 
considered as a whole. The manner in which the budget acts as a 
form of communication is further expounded upon by Parker (1978). 
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2.3.5. Motivation 
Lyrae (1988) found that the budget's role as a motivator towards 
a target, is viewed by managers as being its second most 
important role (ranking behind forecasting and planning). The 
importance of this role is evidenced by the substantial' attention 
it has received from accounting researchers and theorists alike. 
Much of. the participation research (described in chapter 3) 
stems from a belief that the, budget will only act as a 
motivational force if it is internalised by the manager i. e. 
accepted by them as their own budget (Hofstede, 1968). A means of 
achieving such internalisation may be sought through the 
participation of managers in their own budget setting. 
In addition to studies into budget participation, two further 
areas of research that are of relevance to the motivational role 
of budgets can be identified: 
1) Achievability of target. 
2) The motivational effect of a quantified target. 
2.3.5.1. Achievability of target 
Most articles and textbooks on the subject suggest that the 
motivational power of the budget can be increased by setting it 
at a reasonably challenging level (Hopwood, -1974; Shillinglaw, 
1982; Horngren and Foster, 1987; and Otley, 1988). Otley (1988) 
states: 
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".... the budget level which motivates the best 
performance is one that is somewhat more 
demanding than the level of performance that 
will be actually achieved. " (p. 44) 
This budgetary theory is well supported by experimental studies 
reported in the accounting literature. These studies conclude 
that, up to a certain point, higher targets lead to higher 
performance (Stedry, 1960; Stedry and Kay, 1966; Rockness, 1977; 
and Chow, 1983). Budgets set at difficulty levels above this 
critical point result in the budgetee perceiving the probability 
of achieving the budget as unlikely, and as a consequence reduce 
effort which, in turn, leads to lower performance. This 
relationship between budget difficulty and performance is 
depicted in figure 2.3. 
Due to the methodology employed, Stedry's study gave rise to 
considerable controversy. The criticism was concerned with 
Stedry's one person / one period model that did not allow for the 
budgetee to adapt behaviour or play the type of games referred to 
by Hofstede (1968). Despite this controversy, the basic 
proposition employed in the study, that the budget can be used as 
a motivational tool, has been supported by Hofstede (1968), 
Carroll and Tosi (1973) and Tosi (1975). 
The theory suggesting that budgets should be set at a level 
that results in them generally not being achieved, does not, 
however, appear to be applied in practice. Merchant and Manzoni 
(1989) found that budgets are usually achieved. In a field study 
involving 54 profit centres in 12 companies, it was found that 
while profit centre managers described their budgets as being set 
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FIGURE 2.3 
THE EFFECT OF BUDGET DIFFICULTY ON PERFORMANCE 
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at challenging levels, 74% of them achieved their budget in the 
year analysed by the researchers. This observed phenomenon may be 
partially attributable to management's tendency to build in 
slack. 
2.3.5.2. Motivational effect of a quantified target 
There is substantial evidence in the psychological literature 
that indicates that the employment of a quantitatively 
denominated target, results in higher performance than when no 
such target is identified (Tosi, 1975). With respect to this 
evidence, Merchant and Manzoni (1989, p. 540) refer to two 
psychological studies: 
.... in a review of more than 100 laboratory and 
field experiments in the psychology literature, 
Locke et al. [1981, p. 131] conclude that the 
consistent finding is that "specific hard goals 
induce better performance than do-your-best or no 
goals". They also conclude that "the beneficial 
effect of goal setting on task performance is one 
of the most robust and replicable findings in the 
psychological literature" (p. 145). Similarly, 
Latham and Lee (1986, p. 105] concur that "the 
results are overwhelming in both laboratory and 
field settings. " 
These psychological findings have received support from 
research conducted in a commercial setting by Meyer, Kay and 
French (1965). They found that specific goals resulted in 
improved performance in 65% of the cases studied, compared to 
improvement for only 27% of those left with non-specific goals. 
The researchers concluded: 
"Appreciable improvements were realised only when 
specific objectives were established with time 
measures set and result measures agreed upon. 
Regardless of how much emphasis the manager gave 
-35- 
to an improvement need in the appraisal 
discussion, if this did not get translated into a 
specific goal, very little performance 
improvement was achieved". 
Associated with the importance of quantified goals is the 
clarity of budget goals. It has been claimed (Locke, 1968) that 
setting specific goals is more effective than vague, 
unquantifiable directions. He suggested that conscious goals tend 
to regulate behaviour while ambiguously stated goals result in 
tension, confusion and dissatisfaction. 
Kenis (1979), noted that several psychological studies support 
the positive effects of task-goal clarity (e. g. Latham and Yukl, 
1975; Steers, 1976; and Ivancevich, 1976), but that no attempt 
had been made to apply the concept in a budgetary context. He 
rectified this in 1979, and found that the clarity of budgeted 
goals was positively associated with job satisfaction, motivation 
and budget achievement. These findings suggest that managers 
react positively to having budget goals delineated as clearly and 
unambiguously as possible. 
2.3.6. Performance evaluation 
one of the major ways of evaluating performance is to compare 
actual to budgeted indicators of performance. This budgetary role 
can be seen to represent an example of an output control. Otley 
(1988) believes that performance appraisal is "the foundation 
stone upon which effective control rests". He suggests that this 
is a crucial role as the budget impacts on the middle and junior 
managers that are controlled in this manner. 
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The critical nature of this role is apparent in the empirical 
studies of Hopwood (1972) and Otley (1978), that are elaborated 
upon in Chapter 3. Hopwood was concerned with the dysfunctional 
implications associated with an overemphasis of accounting-based 
performance measures (high accounting emphasis was referred to as 
"budget constrained style"). The dysfunctional behaviours 
associated with such budget based performance evaluation include 
the following: 
1) Bias the budget (the problem of budgetary slack, that has 
been discussed above). 
2) Manage for the short-term. An example of this type of 
management would be failure to perform adequate maintenance. This 
results in improved short-term performance at the expense of the 
long-term. 
3) Doctor the reported results by such practices as incorrectly 
coding expenses or delaying the accounting entry of a transaction 
into a subsequent period. 
A fundamental problem in performance evaluation is the fact 
that objectives are multiple and frequently in conflict with one 
another. Examples of such conflict include acceptance of risk in 
order to increase return, product quality improvement versus cost 
minimisation, wage restraint versus maintenance of good labour 
relations etc. These sources of conflict show that it is very 
difficult to adequately measure performance with one figure. One 
also encounters the problem of interdependence when measuring the 
performance of subunits. This is because the performance of one 
unit is seldom totally insulated from the performance of others. 
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A further problem encountered in developing a performance 
evaluation system is the need to ally the objectives measured in 
the system as closely as possible to the objectives; of the 
organisation. This problem is depicted in figure 2.4. The figure 
shows that the aspects of behaviour that the individual will 
concentrate on (circle B) do not necessarily correspond to the 
goals of the organisation. In order to modify the individuals 
behaviour, an evaluation system is implemented (circle C), 
causing the individual to act in a manner that is more consistent 
with the organisation's goals. In an ideal system circle C would 
be completely defined by circle A (behaviour necessary to achieve 
organisational goals), however in practice it is improbable that 
a performance evaluation system can be designed that completely 
matches and subsumes the goals of the organisation. 
2.3.7. Political role of the budget 
In addition to the roles identified by Emmanuel and Otley, one 
can also see that the, budget plays a political role in the 
organisation. This political dimension arises out of the-budget's 
link with objective setting and resource allocation. These 
functions place the corporate official(s) responsible for budget 
development at centre stage in such important matters as the 
operationalisation of objectives and the resolution of competing 
demands between organisational members. 
Pfeffer (1981), has argued that the budgetary system represents 
an apparently objective mechanism which legitimises subjective 
decision-making. Viewing the budget from this perspective 
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suggests that it is a socially constructed phenomenon rather than 
a technically rational process that is designed to increase the 
effectiveness of the organisation. Such symbolic roles associated 
with the budget are elaborated upon in the discussion of the case 
study in chapter 9. 
A second political implication associated with the budget is 
identified by Hopwood (1984): 
"Accounting has the potential to have 
organizational consequences beyond merely 
facilitating, in a technical manner, the 
processes of decision making and policy 
formulation. By making visible what was 
previously unknown, it can open up different 
areas of the organization for examination and 
debate. That visibility can also transcend 
different levels of the organizational hierarchy. 
What is accounted for can thereby shape the 
patterns of Dower and influence both within the 
organization and without ... ". (p. 177-8, emphasis added) 
2.3.8. The budget as a creator of organisational reality 
A further dimension of the budget that 
recognized in recent years, is its role as 
organisational reality. Theorists who see the 
role include Wildavsky (1964,1979), Burchell 
Cooper et al. (1981), Covaleski and Dirsmith 
1988) and Bruns and Kaplan (1987). 
has been widely 
a creator of an 
budget in this 
et al. (1980), 
(1983,1986 and 
One aspect of organisational reality that is affected by the 
budget, is apparent in Hopwood's earlier reference (in connection 
with the budget's political role) to the shaping of patterns of 
power. A second aspect relates to the influence that accounting 
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commands over management's perceptions of what is important, e. g. 
Ridgway (1956) found that if certain types of information are 
required to be reported by organisational members, this 
requirement caused the members to view the information as 
important. This finding is supported by (Lerner and Rappaport, 
1968; Ijiri, 1975; Prakash and Rappaport, 1977; Burchell et al, 
1980; Dirsmith and Lewis, 1982). Burchell et al (1980) comment: 
"What is accounted for can shape organizational 
participants view of what is important, with 
the. categories of dominant economic discourse 
and organizational functioning that are 
implicit within the accounting framework 
helping to create a particular conception of 
organizational reality. " (p. 5). 
Cooper et al (1981) also recognize -that accounting numbers 
impinge upon management's perception of reality. They argue that 
notions such as rationality and objectivity are misleading, and 
that in fact, confusion over corporate goals and the means to 
attain them tend to dominate rational planned actions. There is a 
need, however, for such organisations to appear to be acting in a 
rational manner. Such an appearance is achieved via the high 
importance assumed by the budgetary process. The authors comment: 
"Internal accounting systems, by what they 
measure and who they report to, can effectively 
delimit the kind of issues addressed and the 
ways in which they are addressed. They reflect 
the status quo, the appropriate and acceptable 
ways of doing things and talking about issues". 
(p. 182) 
In connection with this issue, Emmanuel and Otley (1985) raise 
a concern over what is accounted for and the implications for 
lower level management. 
"Because accounting information is, of necessity, 
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often used at senior levels as the basis for 
decision making and control, its importance tends 
to be exaggerated at junior levels, where 
alternative information may be available. For 
example, although production cost may be an 
appropriate control variable for a manager 
responsible for several different plants, 
physical production figures together with quality 
control and reliability indices may be more 
appropriate at plant level. " (p. 29). 
2.3.9. 
The multiple roles that the budget fulfills, results in no one 
single set of data being able to serve all the budgetary purposes 
in an optimal manner. It has been suggested that, for 
motivational purposes, the budget be set at a challenging level, 
whereas with respect to planning, it should be set in a manner 
that reflects managers best estimates of the future. 
Otley (1982) suggests that most firms recognize these different 
requirements by developing more than one budget. This belief was 
not, however, supported by Umapathy (1987) who found that only 7% 
of companies develop more than one budget. 
It would appear that the many roles that the budget performs 
result in a degree of balance being struck by those responsible 
for its development. One has to be aware of not only the 
different requirements placed upon' the budget, but also the 
imperfections and misuses associated with each of these roles and 
develop a system that most closely fits the needs of the 
organisation in question. 
The problem of striking a correctly balanced budget has to also 
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be considered in the context of the organisational setting. It is 
with respect to the reality of this organisational setting that 
Otley (1988, p. 36) notes: 
"There are managers concerned with spending 
pitted against those concerned with gaining 
revenues and saving; managers more concerned with 
their own operations than others; overall 
viability may seem to be a minor consideration to 
most participants. The same budgetary practices 
such as padding, across the board cuts, increased 
spending towards the end of the budget period and 
the husbanding of contingency reserves. will be 
observed". 
2.4. The relationship between management and financial accounting 
The above enumeration of the roles of the budget are suggestive 
of the organisational role of management accounting. Through 
budgetary control, management accounting can be seen to be 
assisting the fulfillment of corporate objectives by monitoring 
the performance of the organisation's accountable units (profit 
centres, cost centres, etc. ). Management accounting is also 
concerned with the provision of accounting information to support 
decision making. This is an activity that is forward-looking, 
calling for unavoidably subjective valuations to be placed on 
expected outcomes (Allen, 1988). 
This (theoretical) management accounting orientation can be 
contrasted with that of financial accounting. Financial 
accounting has developed in a manner consistent with the needs of 
stewardship reporting. Such reporting needs to be objectively 
verifiable, a requirement that has resulted in its continued 
historical cost orientation. 
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In light of the theoretically distinct orientation between 
financial and management accounting, several commentators have 
raised concerns over management accounting's apparent tendency 
uncritically to adopt- the reporting practices employed by 
financial accounting. 
Kaplan (1983) comments: - 
"We need to examine why firms have tended to 
use for internal planning and control, the same 
accounting procedures used for external 
reporting purposes. Depreciation and asset 
valuation methods, inventory valuation rules, 
and procedures for capitalizing or expensing 
investments in intangible assets can be made to 
differ between internal and external reporting. 
The firm should select for internal reporting 
those practices that best promote incentives 
for achieving its strategy and objectives". (p. 
702) 
This need for distinct accounting procedures in the management 
accounting system would appear to be better recognized by 
Japanese business. Hiromoto (1988, p. 22) observes: 
"Like their U. S. counterparts, Japanese 
companies must value inventory for tax purposes 
and financial statements. But the Japanese 
don't let these accounting procedures determine 
how they measure and control organizational 
activities. Japanese companies tend to use 
their management control systems to support and 
reinforce their manufacturing strategies. A 
more direct link therefore exists between 
management accounting practices and corporate 
goals. 
Japanese companies seem to use accounting 
systems more to motivate employees to act in 
accordance with long-term manufacturing 
strategies than to provide senior management 
with precise data on costs, variances, and 
profits. Accounting plays more of an 
"influencing" role than an "informing" role". 
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Reference to the differing roles of management and financial 
accounting is pertinent to this research, because, as Rappaport 
(1978), Kaplan (1983), Hax and Majluf (1984), Allen (1988), and 
Hiromoto (1988) have noted, the methods employed in financial 
accounting should, theoretically, be of only limited relevance to 
management accounting. The organisational implications of 
including a brand valuation in the budget, is a research issue 
that is developed in chapter 5. One may conclude that in research 
concerned with management accounting and brand valuation, the 
problems of brand valuation encountered by financial accountants, 
can be regarded as being of limited significance. 
2.5. Conclusion 
This chapter first placed the budget in the context of 
organisational planning and control. It then reviewed the roles 
of the budget, employing the following headings: authorisation, 
forecasting, planning, communication and co-ordination, 
motivation, performance evaluation, political and creator of 
organisational reality. This review can thus be seen to 
constitute a review of management accounting literature concerned 
with the roles of budgeting. 
A review of the normative literature with respect to these 
roles is deemed important as it: 
1) Allows the empirical literature relating to budgetary 
control, the subject matter of chapter 3, to be considered in the 
light of management accounting theory. 
2) Provides a basis from which a theoretical model addressing 
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the implications of including brand valuation in the budget can 
be built. This model is developed in chapter 5, together with the 
development of other matters relating to the research hypotheses. 
In connection with the development of a model that will guide 
research into the implications of formal recognition of brand 
value by the management accounting system, the chapter concluded 
with a consideration of the different orientations of management 
and financial accounting. It was noted that while their 
orientations are theoretically distinct, management accounting 
practice has shown a tendency to follow the lead set by financial 
accounting. One can conclude that even though it may be 
shown that, theoretically, the inclusion of brand value in the 
corporate budget is a development consistent with long-term 
strategic management, management accounting's ability to break 
from the generally accepted financial accounting policy of only 
recognizing the tangible asset, is open to question. 
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REVIEW OF ORGANISATIONAL BEHAVIOURAL ACCOUNTING RESEARCH 
3.1 Introduction 
This chapter summarises the mainstream of behavioural and 
organisational management accounting research. It provides a 
theoretical basis for the hypotheses posited in chapter 5 on the, 
subject of accounting control of brand management. The literature 
reviewed in this chapter can thus be viewed as distinct from that 
concerned with brand valuation, the subject of the next chapter. 
Before describing the organisation of this chapter it is 
important to define what is meant by behavioural and 
organisational accounting research. Unfortunately there appears 
to be a degree of inconsistency in the use of the term 
"behavioural accounting". Otley (1984), who suggests that it is 
now widely used to describe accounting research that specifically 
incorporates individual, group or organisational variables, 
believes that the term is unsatisfactory, as all accounting is 
concerned with human behaviour. 
Dent (1986) takes a narrower view of behavioural research, 
specifically differentiating it from organisational research in 
accounting. He suggests that behavioural research encompasses 
such issues as the response of individuals to difficult budgets 
and their participation in budget setting etc. Organisational 
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research is concerned with matters such as organisational design, 
the possible differences in cultures surrounding the budgetary 
process and the implications that such cultural differences carry 
for the design of the budgetary system. The distinguishing 
feature between the two types of research is essentially the unit 
of analysis. Behavioural research focuses on the individual, 
while organisational research is more concerned with the 
organisation. 
The confusion over the term "behavioural and organisational 
research" is exacerbated by the many studies that incorporate 
both behavioural and organisational variables (eg Hofstede 1967; 
Hayes 1977; Hirst 1981). For the purposes of this study, 
consistent with Dent's view, a distinction is drawn between 
behavioural and organisational research. This distinction gives 
greater clarity to the literature review but it suffers from the 
inference that the two research orientations are discrete and 
separate. 
Following Macintosh's (1985) example, the umbrella term 
"organisational behavioural accounting research" will be used 
when referring to both behavioural and organisational management 
accounting research. This term is useful as behavioural and 
organisational studies employ similar methodologies and can be 
viewed as a body of research separate from the more traditional, 
economically orientated, prescriptive management accounting 
studies that are concerned with the technical aspects of 
management accounting (Scapens, 1984). 
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Since the early 1960s organisational behavioural accounting 
research has developed as an accepted research orientation and 
now represents an integral part of accounting research (Birnberg 
and Sadhu, 1986). Much of this research has assumed a descriptive 
orientation which can be viewed as a response to widespread 
criticism of a gap between the normative model and the reality of 
accounting. Researchers drawing attention to this gap include 
Chiu (1973), Kiani-Aslani (1977), Hopwood (1979), Rice (1979), 
Stacey (1982), Coates et al (1983), Scapens (1983), Wilson and 
Bancroft (1983) and Kaplan (1984b and 1986). Reflecting on the 
state of management accounting research, Dent (1986) notes a 
universal trend towards descriptive study and its association 
with organisational research: 
"In rather striking contrast to former 
prescriptive research abstracted from the social 
context in which accounting takes place, 
contemporary endeavours increasingly demonstrate 
an interest in accounting in action. Albeit from 
very different perspectives, current research in 
management accounting embodies a general concern 
to increase our understanding of accounting as it 
is seen to be practised, and its antecedents and 
consequences. This is most explicit in 
organisational research in accounting. " (p. 143) 
The importance of organisational behavioural accounting 
research is also evident in a review of management accounting 
research conducted by Maher (1982). Maher classified studies by 
the primary research method employed: a priori, quantitative and 
empirical. It was noted that the vast majority of empirical work 
was of an organisational behavioural nature. 
A major problem confronted when preparing a review of 
organisational behavioural research in accounting is the lack of 
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a unifying theory. Colville (1981), reviewing the state of 
behavioural accounting research felt that an attempt to classify 
it would be futile as the area is "shapeless and its content is 
fragmented with little semblance of a coherent structure" 
(p. 120). 
Studies in the area have been eclectic and have lacked a common 
frame of-reference (Hofstedt, 1976). This lack of a systematic 
research endeavour is, however, not surprising when one considers 
the range of organisational settings of the research. The 
{ organisational setting involves management accounting in a rich 
interaction of people, cultures, products, technologies, markets, 
processes etc. The nature of management accounting is thus highly 
complex as it both impacts on and is affected by the 
organisations and its participants with which it is inextricably 
entwined. 
3.2 Structure of the review of organisational behavioural 
accounting literature 
Due to the various forms organisational behavioural accounting 
can assume, there are many structures that could be adopted for 
classificatory purposes in a literature review. Hopper and Powell 
(1985) provide a comprehensive review of management accounting 
research by employing the sociological framework developed by 
Burrell and Morgan (1979). This approach classifies management 
accounting studies by their principle theoretical and 
philosophical assumptions. 
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An alternative structure for classifying the literature is 
employed by Birnberg and Sadhu (1986) in their review of 
psychological and cognitive research in management accounting. 
They adopted an approach that was similar to Caplan (1966), 
employing concerns with accounting practices as the basis of 
their review. The concern with accounting practices was viewed 
from three perspectives: neutrality, relevance and rational 
decision making. 
Studies associated with the neutrality perspective include 
research that challenges the assumption that accounting 
information carries economic implications for the decision-maker 
but are "behavioural neutral", i. e. the information carries no 
implication for such behavioural aspects as participation, 
motivation, perception etc. An early example of a behavioural 
study challenging the neutrality assumption is the work of 
Hofstede (1967). Studies that can be identified with the question 
of accounting relevance are concerned with the appropriateness of 
the accounting output for the information user needs. Examples of 
this type of research include the work of Hopwood (1972) and 
Otley (1978) who investigated the manner in which accounting 
information is used. Research that can be identified with 
challenges to the rational decision making assumption includes 
studies associated with human information processing. Libby and 
Lewis (1982) have been influential in this area of accounting 
research. 
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The literary review of organisational behavioural accounting 
research that will be employed in this study will adopt the 
following headings: 
1) Human relations orientated accounting research. 
2) Social psychology orientated accounting research. 
3) Organisational theory orientated accounting research., 
4) Multi orientated organisational behavioural accounting 
research. 
The first two orientations are examples of behavioural 
accounting research. The human relations school is concerned with 
such constructs as participation and leadership style and the 
implications they carry for motivation, job satisfaction etc. The 
social psychology orientated research is more individual centred 
and is concerned with such factors as personality traits and 
cognitive styles. Organisational theory orientated accounting 
research is so named because it focuses on organisational 
variables, adopting a similar research' perspective to that 
employed by the organisational behaviour school of research. The 
final heading refers to a growing body of research that is 
characteristic of more than one of these orientations. 
Before proceeding with the literature review, classificatory 
scheme shortcomings, that were referred to above, should be 
elaborated upon. The imposition of a framework on the review is 
important in order to achieve a greater clarity of exposition. It 
facilitates a better understanding of developments in a body of 
theory, as associations between related studies can be 
highlighted whenever pertinent. It suffers, however, from the 
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fact that a literature can be looked at from many perspectives 
and that the adoption of one classificatory scheme is made at the 
cost of the lost insights that could be provided by others. There 
is also a degree of artificiality involved in any classification 
due to the varying degrees of overlap in the boundaries of the 
categories that have been created. The studies reviewed seldom 
fall neatly under one heading, but rather embody aspects that are 
characteristic of more than one category. 
Despite these concerns, the framework outlined above has been 
adopted for this study as it is deemed to embody greater clarity 
and more robustness than alternative classificatory schemes. It 
also carries the advantage of being more indicative of the type 
of framework that is commonly employed in reviews of the subject 
(e. g. Macintosh, 1985; Bromwich and Hopwood, 1986). 
Within each research orientation one is still wrestling with a 
literature which has already been described as eclectic, having 
no coherent structure and lacking a unifying theory. Given such a 
problematical literature, it is believed that a more complete 
appreciation of each orientation is achieved by adopting two 
perspectives. Firstly, within each category, studies that are 
widely recognised to be characteristic of each accounting 
research orientation have been summarised in chronological order. 
These summaries are followed by a synthesis of each research 
orientation. This synthesis is achieved by summarising the 
development and findings of research from the perspective of one 
or more variables that are pertinent to this study. By adopting 
two perspectives on each research orientation it should be 
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possible to attain the following literature review objectives: 
1) An appreciation of the type of research that is 
characteristic of each orientation. 
2) The identification of specific research themes that have 
evolved within each orientation. 
By employing the heading multi-orientated research, one can 
also appreciate how the distinction between the orientations is 
becoming increasingly blurred. The two perspectives within each 
orientation and the multi-orientated heading are believed to 
constitute an original structure with which to conduct a review 
of organisational behavioural accounting research. 
3.3 Human relations orientated accounting research 
Macintosh (1985) suggests that fundamental to the human 
relations school of organisational behaviour is the view that 
participation holds considerable potential for reducing many 
organisational, problems. The setting of budgets represents a 
clear example of an organisational activity that the 
organisation's members may participate in. Consequently, it, tends 
to be a recurring theme in human relations orientated accounting 
research. 
The human relations school of organisational behaviour research 
received considerable impetus from the famous Hawthorne studies 
(1945); but the first applications of this research-orientation 
to an accounting setting are generally attributed to Argyris 
(1952). 
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-Argyris (1952) 
Argyris noted the extent to which organisational participants 
hold different views on the role of the budget: 
- budgetary-officers saw the budgetary process as a means of 
imposing greater efficiency on the factory foremen. 
- high-level factory supervisors viewed the budget as a support 
for the legitimisation of their authority. 
- low-level supervisors viewed the budget as being of minimal 
importance. They felt that a major weakness associated with 
budgetary control was that budgets were geared to results only 
and were deficient due to their inability to consider the process 
that leads to the results. This limitation is exacerbated when 
I 
there is only a tenuous relationship between the inputs and the 
outputs of the process (e. g. the marketing process associated 
with brand management). 
Argyris believed that budgetary control strengthens the 
formation of organisational groups based on conflicting interests 
and views. The actions of these groups are dictated by a desire 
to fight the pressure imposed-on them by management through the 
budgetary process. One of the main courses of action that Argyris 
proposed to rectify this problem, was the introduction of 
increased supervisor participation in the setting and operation 
of budgets. 
Hofstede (1968) 
The second widely quoted work to appear from this school of 
research is the study performed by Hofstede. In this study, 
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conducted in six plants at five manufacturing firms, Hofstede 
found that participation in budget setting was positively 
associated with motivation to meet the targets for those managers 
above the first-level supervisors. No such motivation was noted 
for the first-level supervisors. It was suggested that this 
difference between seniority levels is attributable to the nature 
of the involvement with the budgets. First-level supervisors are 
not involved in the monetarily denominated budget but rather 
standards specified in technical 'terms. 
Hofstede concluded that while participation in budgeting is a 
necessary prerequisite for high motivation, other factors such as 
appropriateness of target, adequate communication, judicious 
performance appraisal and appropriate attitude of subordinate 
have moderating effects on the relationship. 
He also introduced another factor, "the game spirit of 
budgeting", which he regarded as a critical ingredient for the 
successful achievement of budgetary control. Game spirit is 
achieved when a desirable competitive spirit is engendered into 
budgetary behaviour and the motivation experienced is similar to 
that in a game. To achieve such a spirit a balance has to be 
struck between the extremes of ignoring the budget and treating 
it in a pathological manner. Consistent with Argyris, it was 
suggested that the key to attaining such desirable budget 
behaviour is through participation. 
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Hopwood(1972) 
Hopwood (1972) built on Hofstede's assertions that the way the 
budget is used in the organisation is important, by investigating 
the nature of the relationship between the style of the 
accounting control employed and job-tension and superior- 
subordinate relations. In this study, Hopwood referred to three 
styles of performance evaluation that were used by superiors to 
appraise subordinate performance. He defined the, subsequently 
widely referred to, styles as: 1) budget-constrained, 2) profit 
conscious, and 3) nonaccounting. These reflect high, medium and 
low reliance on accounting performance measures, respectively. 
In a study involving 167 cost centre department heads in one 
large U. S. manufacturing firm it was found that the individuals 
who were evaluated by a budget constrained' style experienced a 
higher degree of job-related tension than those employees who are 
evaluated by one of the other styles. 
A budget constrained style of leadership was also found to be 
associated with poorer superior-subordinate relations and the 
deployment of manipulative behaviour by the responsibility head. 
The three main types of manipulative behaviour referred to in the 
study are : 
1) Charging costs to other cost centres. (This practice was 
found to be more prevalent when the cost centre head had received 
reports of unfavourable budget variances). 
2) Timing the recording of costs in a manner that is most 
consistent with meeting budget targets. (This practice was most 
prevalent with respect to costs where the responsibility head 
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could exercise discretion over there timing, e. g. repairs and 
maintenance). 
3) Influencing the level of production. The manner in which 
production levels affected the different cost centres, created a 
temptation for cost centre heads to attempt to influence the 
activity of the production function in a manner that would 
minimise the adverse variances of their cost centres. 
With respect to participation, this study raised awareness that 
it is not necessarily a panacea. In addition to participation, 
other behavioural factors (e. g. the style of evaluation used), 
need to be considered in budget design. 
Otley (1978) 
Otley performed a study that represents a partial replication 
of Hopwood's research. Otley investigated the operation of a 
well-designed accounting system in an organisation that was 
well-suited for the application of budgetary control. The 
selection of the organisation was consciously made in order that 
attention could be focused on the effects of differential use of 
the budgetary system in an "ideal setting". 
Contrary to Hopwood's findings, Otley found that the budget 
constrained style did not result in high levels of job-related 
tension. Wide variations in the style of budget use and budgetary 
manipulation were largely explained by the different 
circumstances of the 'responsibility centres. Successful units 
that operated in favourable environments tended to adopt a more 
rigid style of control and closely adhere to the budget. The less 
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successful units, confronted by less favourable conditions, 
operated a more flexible form of budgetary control and were 
characterised by poor budgetary achievement. The significant 
contribution of this study is the suggestion that budgetary 
control style is influenced by external factors such as the state 
of the economic environment. 
One major difference between Hopwood's and Otley's studies is 
that the former investigated cost centres that had a relatively 
high degree of interdependence (a quality that limits 
accountability), while the latter research was based on profit 
centres that were largely independent of each other. Otley noted 
that budgetary measures become increasingly, inappropriate as a 
basis of control'for highly interdependent units and this factor 
may contribute to the conflicting findings of the two studies. 
As has already been noted, many of the studies referred to 
above are concerned with participation in budget-setting. The 
Human Relations orientation is important as it raised the 
awareness of other accounting researchers with respect to 
participation. Today, it represents a subject that commands 
interest from increasingly broad orientations beyond the domain 
of human relations accounting research. For this reason a 
detailed review of research into budgetary participation will be 
deferred until the chapter section concerned with 
multi-orientated accounting research. A second prevalent theme in 
human relations orientated accounting research that is worthy of 
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further consideration is "evaluation style". 
Evaluation Style 
The evaluation styles identified in Hopwood's (1972) study were 
also employed to investigate whether they bear any relationship 
with leadership style and also to note the extent of the 
contagion effect (Hopwood, 1974). Leadership styles were measured 
on two dimensions: 1) initiation of structure, and 2) 
consideration. The former reflects the degree to which a manager 
defines the work role of his subordinates as well as his own 
position. Consideration reflects the extent to which a manager is 
friendly, trusting and respectful of his subordinates. It was 
found that profit conscious and budget constrained supervisors 
were viewed as creating a highly structured job environment. 
Budget constrained supervisors were seen to show significantly 
less consideration for the feelings of their subordinates than 
was shown by profit conscious or non-accounting supervisors. 
The contagion effect refers to the tendency of a manager to 
evaluate his subordinates in the same manner as he is evaluated 
by his superior. This effect was found to be very strong for the 
budget constrained style of evaluation, but not evident in the 
two other evaluation styles. This finding suggests that the 
choice of a budget constrained style by a senior manager will 
carry implications for the evaluation style adopted through his 
chain of command down to the operational' level. 
Performance evaluation style appears to represent an important 
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budgetary factor that should be considered by designers of 
budgetary control systems. One should be careful, however, not to 
promulgate universalistic assertions with respect to performance 
evaluation styles. Otley (1978), commenting on the inconsistency 
of his and Hopwood's (1972) results refers to a need to develop a 
contingent theory of budgeting. Findings supporting a theory that 
the appropriateness of a performance evaluation style is 
contingent upon such factors as task uncertainty, environmental 
uncertainty and budgetary participation have been provided by 
Hirst (1983), Govindarajan (1984) , Brownell and Hirst (1986) and 
Dunk (1989). Due to the involvement of other research 
orientations, consideration of these studies is deferred until 
the section that addresses multi-orientated accounting research. 
3.4 Social Dsychology orientated accounting research 
Macintosh (1985) views social psychology orientated accounting 
research to have arisen from the realisation that the findings of 
the human relations orientated research were incongruous with 
traditional management accounting doctrine. An example of such an 
inconsistency is Hopwood's finding that emphasis on the budget 
can lead to dysfunctional subordinate behaviour. This represents 
an alternative view from traditional management accounting 
doctrine, that had shown little regard for behavioural 
dysfunctionalism stemming from the accounting system. This 
inconsistency prompted researchers to probe deeper into the human 
aspect of managerial accounting behaviour. Human relations 
accounting research, with its recognition that the human factor 
is pertinent to a better understanding of "accounting in action", 
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can be seen to represent the beginnings of behavioural accounting 
research. Studies categorised as social psychology orientated 
accounting research represent a continuation of this behavioural 
accounting school, focusing more completely on individual-related 
variables and their implications for managerial accounting. 
Swieringa and Moncur (1975) 
A major study that typifies social psychological research was 
performed by Swieringa and Moncur. Their research involved 137 
managers in 4 electronic manufacturing firms. Data was collected 
on many personality traits (e. g. self assurance and 
assertiveness, original thinking, cautiousness, responsibility, 
perseverance, trust and locus of control), which were 
investigated in the context of budget-related variables. 
The large number of variables investigated by Swieringa and 
Moncur render the results of their research difficult to 
summarise. For this reason only the major conclusions are 
outlined below. 
While it was found that personality and attitudinal factors 
appear to influence budgetary behaviour, the results were not as 
strong as had been hypothesised. The main personality variables 
that were found to impinge on budgetary. variables were emotional 
stability, self assurance and locus of control. This latter 
variable refers to the extent to which an individual sees himself 
as having control over events that impinge on his life. 
Individuals with an external locus of control tend to be somewhat 
fatalistic, with a perception of minimal control over events that 
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affect their lives. 
Perhaps the most significant aspect of the study's findings was 
that while it set out to review the relationship between 
personality variables and budget-related variables, it found that 
organisational factors appeared to be more powerful determinants 
of budget-related behaviour. 
Collins (1978) 
In a field study, Collins found that budget characteristics, 
attitude towards budget characteristics and personal flexibility 
interact significantly in predicting budgetary response 
attitudes. 
The budgetary characteristics identified were budget accuracy 
(degree to which it is free from computational errors), the 
extent to which the budget is based on uncertain cashflows, the 
degree to which the budgetee can control the expenditure 
identified in the budget and the extent to which the budgetee 
participates in budget-setting. In order to measure-the dependent 
variable, four budget response attitudes were analysed: personal 
budgetary responsiveness, propensity to induce positive budgetary 
performance in subordinates, propensity to create budgetary slack 
and also resistant responses. 
Consistent with the findings of an earlier study conducted by 
Foran and Decoster (1974) it was found that the personality 
variable, flexibility, when considered alone, is a relatively 
unimportant variable as a predictor of response attitude. Noting 
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Swieringa and Moncur's (1975) success using Gordon's Personality 
Profile and Hopwood's (1974) significant results using the Ohio 
State Leadership Behaviour Description Questionnaire, Collins 
suggested that these two measures of personality may offer 
greater potential for significant findings in budgetary research 
than does the flexibility trait. 
Benbaset and Dexter (1979) 
Benbaset and Dexter conducted an experiment that suggested that 
structured-aggregated accounting information was well suited to 
individuals with a highly analytical cognitive style. 
Low-analytic types performed better with dis-aggregated raw data. 
This study suggests that the appropriateness of the way that 
accounting data is presented is dependent upon the user's 
analytical style. 
Brownell (1981 and 1982a) 
Brownell (1981) built on Swierenga and Moncur's significant 
findings with respect to the locus of control by employing it as 
a moderating variable in the relationship between budgetary 
participation and job performance. In a controlled laboratory 
experiment it was found that individuals who could be 
characterised as having an internal locus of control performed 
better when participating in budget-setting. Individuals with an 
external locus of control performed better when the extent of 
their participation in budget-setting was low. 
This work was followed by a field study, also conducted by 
Brownell (1982a). The field study methodology was employed in 
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order to review the findings of the experimental study in a more 
realistic setting. The results of the earlier work were partially 
supported and also a significant association between 
participation and performance was noted. This relationship was 
apparent for both "internals" and "externals", but significantly 
stronger for internals. 
Ronen and Livingstone (1975) 
This study is not included in chronological sequence as it does 
not represent an empirical study, but rather the application of a 
motivational theory to findings in budget-related accounting 
research. Ronen and Livingstone introduced expectancy theory to 
behavioural accounting in an attempt to "integrate and 
accommodate the fragmented research findings on budget and 
behaviour in the literature" (p. 671). This study represents an 
important attempt to provide a unifying theory to earlier 
empirical findings concerned with the motivational impact of 
budgets. 
The expectancy theory of motivation, which has been developed 
in the psychology literature, holds that motivation is affected 
by factors that are external and internal to the individual. 
External factors relate to the degree to which effort results in 
accomplishment and, in turn, accomplishment results in reward. 
Internal factors include the satisfaction experienced by the 
individual from involvement in goal-directed activities and the 
successful completion of a goal-directed task. 
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Budgets relate to expectancy theory in the following ways: 
1) Budgets represent the operationalisation of management's 
views of successful task performance. 
2) The perceived difficulty of the budget affects the 
expectancy of the individual that his effort will result in 
achievement. 
3) The extent to which budgetary achievement is rewarded, will 
affect a subordinate's belief with respect to future rewards. 
4) The budget can provide structure to an ambiguous task, so 
that satisfaction can be derived from accomplishing a budgetary 
target. 
Ronen and Livingstone considered five aspects of behavioural 
accounting research from an expectancy perspective and arrived at 
the following conclusions: 
1) Budgets should be set marginally above the aspiration levels 
of individuals but not so high that they are never achieved. This 
will maximise intrinsic (internal) satisfaction and extrinsic 
satisfaction (external rewards and recognition) and thereby 
increase motivation. 
2) Only when organisational groups are highly cohesive and 
their norms are consistent with the organisation's goals will 
participation in budget-setting result in increased motivation. 
3) Management should desist from, employing management- by 
exception that only looks at adverse budget variances. They 
should also reward positive budget variances. 
4) Holding a responsibility head accountable for those aspects 
of the business over which he has only partial control will 
result in increased motivation to raise the performance of such 
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items. 
5) Motivation can be enhanced through task clarification (in 
order to increase expectancy that effort will result in 
accomplishment), rewarding accomplishment and the introduction of 
non-monetary objectives into the control system. 
Ronen and Livingstone's study represents a partial 
reconciliation of some of the earlier behavioural accounting 
studies. Although the expectancy model will play a minimal role 
in the present study, a brief review of their work is considered 
pertinent to this literature review as it does represent an 
important attempt to provide a theory of budgetary motivation. 
As this is a very large area of research, discussion has been 
limited to the major studies that carry implications for 
budgetary design. One theme that is relevant to this- study, and 
therefore worthy of further consideration is the role of 
accounting in promoting motivation. 
Motivation 
While motivation can be traced' far back in psychological 
literature, Stedry (1960) was one of the earliest accounting 
researchers concerned with motivation and budgets. He adhered to 
the view that motivation can be increased through setting 
increasingly difficult budgetary targets. He suggested that 
motivation will increase with budget difficulty until the 
critical point at which the budgetee feels that there is no 
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longer a reasonable chance that the target can be attained. A 
weakness with Stedry's view of motivation and budget difficulty 
is that it does not extend beyond a single period and therefore 
fails to consider budgetee behaviour in periods subsequent to the 
failure to meet a budget. 
Ronen and Livingstone's (1975) expectancy model described above 
was also concerned with the motivational impact of budgets. This 
theoretical work was exposed to an experimental evaluation by 
Rockness (1977). Rockness found that: 
1) A difficult budget (achieved one-third of the time) 
resulted in better performance than a budget of "medium 
difficulty. 
2) A predictable reward structure resulted in better 
performance and higher satisfaction than a reward system operated 
in an unpredictable manner. 
3) The formal feedback of results resulted in a significant 
increase in satisfaction and a small improvement in performance. 
These results are generally supportive of the expectancy model. 
Further studies employing the model have met with varying degrees 
of success (e. g. Ferris, 1977; Brownell and McInnes, 1986). Chow 
(1983) suggests that the most significant contribution of the 
model is apparent when it is combined with the economics and 
incentives models outlined by Demski and Feltham (1978). An 
example of such a study was performed by Chow and Waller (1982) 
who demonstrated that the controllee's choice of effort is a 
function of budget difficulty, incentives, work-leisure 
preferences and risk preferences. 
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Expectancy theory signifies a move away from universalistic 
theories of motivation towards a more conditional approach. 
Despite this development, one universalistic rule that appears to 
hold'is that significantly valued rewards (eg, promotions, salary 
bonuses etc. ) are positively associated with high motivation and 
attainment of performance targets (Emmanuel and Otley, 1985). 
While the budget clearly represents an important tool for 
motivating staff, Emmanuel and Otley (1985) warn against over 
emphasis of target attainment. Over emphasis of targets may 
result in such dysfunctional activities as using participation as 
an opportunity to set low targets, maximising short-term ROI at 
the expense of long-term ROI, adjusting the timing of reports and 
charging items to incorrect accounts. The importance associated 
with the achievement of the budget-can be viewed in the context 
of studies addressing performance evaluation style (Hopwood, 
1972; Otley, 1978). 
3.5 Organisational theory orientated accounting research 
As was noted above, organisational behavioural accounting 
research may be differentiated from behavioural accounting 
research by a change in focus. In organisational orientated 
studies the organisation can be seen to have been substituted for 
the individual as the primary subject of research. 
It is only since the mid 1970's that organisational research 
into accounting has assumed a distinct identity. Dent (1986) 
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suggests that this development is partially attributable to the 
establishment of the innovative journal "Accounting, 
Organizations and Society" in 1976. This journal provides 
publicity for studies that have a methodological orientation more 
typical of organisational behaviour research than that which is 
found in the other major accounting journals. 
Much of the organisational theory orientated accounting 
research can be seen to adopt a contingency -perspective on 
management accounting system design. The contingency theory 
represents a challenge to the universalistic orthodoxy that 
characterised accounting research in the 50's, 60's and early 
70's. Contingency theory holds that organisational structures are 
contingent on contextual factors, or, stated in a more extreme 
form, the success of organisations is dependent upon the 
congruence achieved between structure and context. 
The roots of the contingency movement can be traced to such 
organisational theorists as Burns and Stalker (1961), Woodward 
(1965), Pugh (1969) and Lawrence and Lorsch (1969). Otley (1980) 
suggests that it is important that contingency research in 
management accounting be seen in the context of the impetus 
provided by these organisational theorists. He believes that it 
is only when the research is considered in this manner, that one 
can recognize the tendency of accounting researchers to take 
theories that have been developed, only tentatively, in the 
organisational literature and apply them in their own studies 
with minimal recognition afforded to their limitations and 
weaknesses. 
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"It is therefore not surprising that the defects 
of organization theory are also incorporated into 
this contingency theory. In particular, 
contingent variables are ill-defined, the 
dimensions of organisational structure considered 
differ from study to study, and the link with 
organizational effectiveness is largely unproven" 
(Otley, 1980). 
Khandwalla (1972 and 1974) 
Khandwalla can be seen to be one of the earliest accounting 
researchers to adopt an organisational contingency perspective in 
accounting research. In 1972 he performed a study investigating 
the nature of the relationships between markets, competition and 
management accounting systems. He measured three aspects of 
competition and nine management accounting techniques which he 
suggested captured the nature of the management accounting 
system. It was found that greater degrees of competition 
(particularly product competition) are positively associated with 
more sophisticated accounting controls. 
In a second study, Khandwalla (1974) investigated the nature of 
the relationship between internal organisational variables eg. 
size, mass-output orientation of technology, vertical integration 
and decentralisation of decision-making with sophisticated 
accounting controls. The results of the study indicate a positive 
relationship between size, vertical integration and 
decentralisation and sophisticated accounting control. 
The sample of the second study was also analysed by high and 
low-profit groups. It was found that the highly profitable group 
reacted to increased size and mass output orientation with a 
significantly higher degree of vertical integration, 
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decentralisation and sophisticated accounting controls than did 
the low-profit group. 
Khandwalla's work affords considerable support to a contingency 
theory of accounting systems, and his significant findings 
provide a solid basis upon which studies of a similar orientation 
can build. Not only has he found a relationship between external 
and internal organisational variables and accounting control 
sophistication, he has also provided support for the theory that 
an organisation's profitability is positively associated with the 
degree of compatibility achieved between context and accounting 
system design. 
Bruns and Waterhouse (1975) 
Bruns and Waterhouse also found size to be a significant factor 
in a study they conducted investigating the nature of the 
relationship between budgets and organisation structure. Based on 
data collected in twenty six firms they introduced the idea that 
organisations can be classified as adopting one of two control 
strategies: administrative and interpersonal. Administrative 
systems involve management's time in formalised budget activities 
while the interpersonal mode of strategy is less formalised and 
involves the use of the budget mostly in superior-subordinate 
interactions. 
The administrative control strategy was found to be associated 
with larger, technologically sophisticated companies. Such firms 
are decentralised and employ highly formalised budgetary 
activities where participation in budget setting is fairly high. 
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The interpersonal form of control strategy was found to be in 
greater evidence in either small firms that are highly dependent 
on other organisations or alternatively in centralised companies. 
The budgetary control system in organisations that adopt the 
interpersonal form of control strategy, is less formalised and 
more simple than the system prevailing in the firms that adopt an 
administrative strategy. 
Hayes (1977) 
Hayes took an alternative contingency perspective by 
investigating the appropriateness of management accounting 
systems as a basis of control for the different departments of 
large organisations. He viewed departmental performance from 
three perspectives: internal, interdependency and external. 
Internal aspects include factors such as productivity, cost 
behaviour, and manpower utilisation. Interdependency aspects of 
the department include interdepartmental reliability, 
to-operation, flexibility, and procedures for inter-departmental 
co-ordination. External aspects of performance include stability 
and diversity of the market, market share, and customer attitudes 
towards the product. 
The departments reviewed were production, marketing and R&D. 
Data was collected by ascertaining the attitudes of the 
departmental managers towards those factors that influence the 
performance of their department. With respect to the production 
department, the results support Hayes's hypothesis i. e. internal 
factors are the main influence on the performance of the 
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production department. It was found that production managers felt 
that financial performance indicators were appropriate measures 
of departmental performance. 
With respect to marketing departments, environmental variables 
such as the maintenance of high product quality, had the 
strongest association with departmental effectiveness. While 
interdependency variables are also viewed to be of some 
significance, internal factors are viewed as being of low 
influence on performance. In a similar vein it was found that 
the R&D department does not lend itself to any of the three 
perspectives of performance. 
Aside from the support that this study provides to the 
contingency school of research, its findings carry particular 
implications for this study and its concern with accounting for 
brand management, which is clearly a marketing function. The 
suggestion that accounting currently represents a poor basis for 
assessing the performance of the marketing department beckons 
further research designed to consider the nature of the 
marketing/accounting interface and also methods that the 
accounting function may employ that will afford greater attention 
to the external aspect of performance (e. g. brand valuation). 
Merchant (1981) 
Merchant conducted a study that replicated much of the earlier 
Bruns and Waterhouse (1975) research. He believed that as 
organisations grow in size, decentralised decision-making will 
ensue-together with a growth in formalised communication and 
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standardised information to evaluate performance. The results of 
his study generally supported this view. 
Merchant found that budgets in larger firms tend to be not as 
detailed as in smaller firms. This suggests that more generalised 
performance indicators are more appropriate for decentralised 
organisations. He also found that management in the larger, more 
decentralised companies participated more in budget-setting. 
This study thus provided further support for the theory that 
larger, decentralised firms tend to employ more formalised 
budgetary control systems (Khandwalla, 1974; Bruns and 
Waterhouse, 1978). 
Chenhall and Morris (1986) 
Chenhall and Morris investigated the impact of structural 
decentralisation, perceived environmental uncertainty and 
organisational interdependence (the degree to which outputs are 
exchanged between segments of a subunit) on the design of four 
dimensions of the management accounting system (scope, 
timeliness, aggregation and integration). 
Data was collected via a schedule of interviews with 68 
managers of manufacturing firms. It was found that 
decentralisation was positively associated with a preference for 
aggregated and integrated information; environmental uncertainty 
with broad scope and timely information; and organisational 
interdependence with broad scope, aggregated and integrated 
information. 
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While the studies considered above are believed to be 
indicative of the mainstream of contingency research in 
accounting, they should not be construed to represent an 
exhaustive listing of this school of research. Other studies 
include: Ginzberg (1980), who believed that highly procedural 
accounting information systems are dysfunctional in unstable 
environments, in units that involve non-routine technologies and 
in organic, decentralised organisations; Ewusi-Mensah (1981), 
who, focusing on environmental states, proposed that 
organisational information profiles should be dependent on 
whether the environmental state of the organisation is 
controllable, partially controllable or uncontrollable; Macintosh 
(1981), who argued that the amount and ambiguity of information 
varies across technologies; and Gordon and Narayanan (1984) and 
Govindarajan (1984), two studies that were both concerned with 
environmental aspects and their implications on the accounting 
system. 
Summary of organisational theory orientated accounting 
research 
Contingency research characterises the bulk of the studies 
classified in this section. Otley's (1980) criticism of this 
research orientation has already been noted. Despite the 
significant results reported above, Tiessen and Waterhouse (1983) 
also express a pessimistic air with respect to this line of 
research: 
".... in spite of the apparent potential of 
contingency theory for the development of a 
descriptive theory of management accounting, 
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little published empirical research on the 
relationship between organisational structures 
and management accounting systems has resulted. 
The apparent absence of substantial amounts of 
empirical research based on contingency theory in 
the accounting literature would seem to suggest 
that contingency theory as presently formulated 
has not provided a sufficiently rich base from 
which to conduct research on management 
accounting systems choices". (p. 251) 
Two published summaries that represent attempts to 
identify contingent variables of relevance have been provided by 
Gordon and Miller (1976) and Waterhouse and Tiessen (1978). 
Gordon and Miller (1976) suggest that the environment, 
organisational characteristics and decision-making style 
represent the main classes of contingency variable that should be 
recognized. This study has been criticised, however, for its 
apparent development on the basis of common sense rather than 
via an explicit theoretical framework (Otley, 1980). 
Waterhouse and Tiessen (1978) proposed a simpler framework that 
collates much of the earlier work into a contingency model 
prepared from an environmental and technological perspective. The 
researchers postulated that firms employing routine technologies 
in a predictable environment will tend towards centralised 
decision-making. Such organisations will have highly standardised 
and formalised rules for role performance with management 
accounting focusing on specific throughput measures, and, lower 
level management's scope for decision-making being severely 
constrained by the rules imposed on them. 
Firms operating in unpredictable environments and employing 
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non-routine technologies will tend towards decentralised decision 
making and give the lower-level management more discretion and 
responsibility. In such an organisation, management accounting 
information will be orientated towards measuring general 
performance, and the employment of output measures can be 
expected to be critical for the achievement of control. 
Waterhouse and Tiessen also recognized that in this situation 
management accounting carries political significance due to its 
important role as a provider of information for decisions made 
with respect to resource allocation. 
Otley (1983) summarises the achievements of contingency 
research in accounting in the following manner: 
"The cumulative result of these studies 
is difficult to assess because of the disparate 
methodologies involved and the heavy reliance on 
questionnaire responses analysed by factor 
analytic methods. All that can be concluded is 
that some degree of association between the 
hypothesised contingent variables and certain 
features of management accounting systems does 
appear to exist, although a great amount of 
careful work is required to establish precise 
relationships". (p. 142) 
3.6 Multi-orientated organisational behavioural accounting 
research 
The three orientations of management accounting research that 
have been employed as a means of affording a structure to the 
review of the organisational behavioural literature, represent an 
inappropriate basis for classifying an increasing number of 
multi-orientated studies. An attempt to impose this structure on 
such studies would detract from one's appreciation of the rich 
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implications of such research. For this reason, research that 
does not lend itself to the classification adopted above will be 
considered in this section. 
The growth, in recent years, of accounting studies that bridge 
the somewhat artificial boundaries referred to above, is 
commensurate with a maturing science. It is to be welcomed, as 
such cross-fertilisation can be expected to yield synergistic 
benefits and afford greater insights by applying theoretical 
developments in one area in attempts to further our understanding 
of another. 
Unlike the previous sections of this review, the format adopted 
in this section will -be based upon certain themes in 
organisational behavioural accounting research. The subjects of 
these themes are variables that have been the focus of attention 
in such "multi-orientated studies". Two specific themes are 
considered in this section: task uncertainty and participation. 
Task uncertainty 
Considered in isolation, task uncertainty represents a 
variable, highly characteristic of the contingency school of 
accounting research that was described above. High task 
uncertainty refers to a situation where cause-effect knowledge of 
the task is low (Thompson, 1967). One of the earliest researchers 
to draw attention to the importance of task uncertainty was 
Hopwood (1972). Hopwood recognized that all performance 
indicators are bound to be incomplete, and this led him to the 
belief that subordinate dysfunctional behaviour is dependent on 
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the way in which the accounting measures of performance are used. 
Findings from his study supported this view; however, he did urge 
caution in their interpretation. He noted that the most 
appropriate performance evaluation style may be dependent on such 
factors as whether the unit under consideration is in a 
technologically simple situation or an uncertain and complex 
situation. 
Otley's (1978) study countered many of Hopwood's findings. He 
suggested that the contradictory findings may be because 
accounting performance indicators represented a more complete 
measure of performance in the organisation that he had studied 
compared to the organisation investigated by Hopwood. 
Hirst (1981), in an attempt to reconcile the findings of these 
two studies, developed a theoretical argument that the perceived 
incompleteness of performance measures is a function of task 
uncertainty. More specifically, he suggests that accounting 
performance indicators are perceived as being more incomplete 
(complete) in situations of high (low) task uncertainty. 
In situations of high task uncertainty, Hirst identified two 
behavioural implications associated with different levels of 
reliance on accounting performance measures (RAPM): 
1) Tension from high RAPM. 
2) Role ambiguity from low RAPM. 
With respect to tension from high RAPM, tension arises as the 
subordinate perceives the accounting measures to be exceedingly 
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incomplete. Hopwood (1973) suggests that tension will result in 
increased subordinate dysfunctional behaviour e. g. resistance, 
rigid bureaucratic behaviour, and invalid data reporting. 
With respect to role ambiguity from low RAPM, Hirst, citing 
Rizzo et al (1970), notes that the use of vague performance 
criteria can result in role ambiguity due to a reduced clarity of 
formal work requirements. He also cites Lyons (1971) and Schuler 
et al. (1977), when making the connection between role ambiguity, 
social withdrawal and dysfunctional behaviour. Concluding this 
theoretical development, Hirst suggests that given task 
uncertainty, medium reliance on accounting performance measures 
may be most appropriate, for while it does not lead to the overt 
bureaucratically rigid behaviour associated with a high RAPM it 
does remove some of the ambiguity associated with a low RAPM. 
Considered in the context of Hopwood's (1972) and Otley's 
(1978) findings, Hirst believed there to be supportive evidence 
for his theory. While neither Hopwood nor Otley expressly 
measured uncertainty, comments made by the researchers suggest 
that the subjects of their study were critically different on 
this dimension. Unlike Hopwood's study, where the departments 
investigated were highly interdependent (a source of 
uncertainty), Otley's study focused on an organisation that was 
well suited to budgetary control. The different findings of the 
two studies may be attributed, in part, to the difference in task 
uncertainty of the organisations studied. 
Hirst (1983) tested this theoretical model via a study 
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conducted using part-time students as subjects. It was found that 
where task uncertainty was high (low) subordinates experienced 
increased tension as RAPM increased (decreased). Commenting on 
these results, Hirst felt that in high task uncertainty 
situations, as reliance on accounting performance measures 
declines, subordinates find that the tension associated with 
increased role ambiguity is more than offset by the reduced 
tension arising from lower emphasis placed on an incomplete 
performance measure. He felt that in low task uncertainty 
situations, the reason for increased tension associated with 
decreased RAPM may depend on the nature of the replacement 
performance evaluation systems. With respect to alternative 
performance evaluation systems used in low task uncertainty 
situations he comments: 
"If they involve more general and less precise 
performance criteria, then the increase in 
reported tension may be explained by an 
increase in role ambiguity due to a reduction 
in the clarity of formal work requirements. 
Alternatively, if they involve incomplete 
performance measures, then tension may result 
from conflict between superiors and 
subordinates over the way in which performance 
is evaluated. " (Hirst, 1983, p. 602) 
In a related study, Govindarajan (1984) also investigated 
performance evaluation style, hypothesising that it is dependent 
on the uncertainty of the environment faced by the business unit. 
It was found that business units that confront a highly uncertain 
environment tend to use more subjectively orientated modes of 
appraisal (non-accounting) and vice-versa. It was also found that 
a strong fit between environmental uncertainty and performance 
evaluation style is associated with higher business unit 
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performance. 
Further studies involving task uncertainty include Brownell 
and Hirst (1986) and Imoisili (1989). Brownell and Hirst found 
that when task uncertainty is low, participation and performance 
evaluation style interact as predictor variables of tension, 
however no association was noted with respect to performance. It 
should be noted that Imoisili's definition of task uncertainty as 
"frequency of change of factors affecting work unit performance", 
is slightly different to Hirst's definition. Imoisili 
hypothesised that highly uncertain tasks when combined with a 
budget constrained style of evaluation results in greater stress, 
less favourable attitude to the budget and lower performance. 
These hypotheses were not, however, supported in his empirical 
study. 
Task uncertainty has been elaborated upon as it is a 
characteristic of the marketing function (the subject of this 
study) and the subject of much attention in budget-related 
accounting research. As in most behavioural organisational 
accounting research, results in connection with task uncertainty 
are not conclusive. Nevertheless, there is a suggestion that a 
high RAPM is inappropriate in connection with tasks characterised 
by high uncertainty. Hirst's (1981) assertion that goal clarity 
is a function of performance measures, receives support of a 
theoretical nature from Ronen and Livingston (1975) and of an 
empirical nature from Kenis (1979). This can be seen to be an 
important concept when placed in the context of brand value 
budgeting. 
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The important role that the variable "participation in budget- 
setting" has played in accounting research is evident in the 
review, conducted earlier, of human relations orientated 
accounting studies (e. g. Argyris, 1952; Hofstede, 1968). Birnberg 
and Sadhu (1986) refer to four objectives that are associated 
with participation in budget setting: 
1) Group cohesiveness and goal commitment (e. g. Becker and 
Green, 1962). 
2) Benefitting from the workers' technical skills (e. g. 
Hofstede, 1968). 
3) Knowledge transfer/reduction of information asymmetry 
(e. g. Young, 1985). 
4) Objectives relating to personality characteristics (e. g. 
Swieringa and Moncur, 1975). 
They also suggest that of these four themes, research relating 
participation to personality characteristics has been the most 
popular. As will be seen, research relating participation to 
organisational contingency factors has also grown in popularity. 
The fusion of participation (a human relations orientated 
variable) with personality characteristics (social psychology 
school of accounting research) in an organisational contingency 
research paradigm, signifies the synthesis of the three research 
orientations adopted in this review of organisational behavioural 
literature. 
Despite the considerable attention afforded to participation, 
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there is still a large degree of confusion with respect to its 
implications. While Searfoss and Monczka (1973) conducted 
research suggestive of a positive relationship between 
participation and motivation, Milani (1975) found only weak 
support of a hypothesised relationship between participation, 
attitudes and performance. Kenis's (1979) finding, that 
participation is positively associated with attitudes to budgets 
can be seen to be supportive of Searfoss and Monczka (1973). With 
respect to the relationship between participation and 
performance, Stedry (1960), Cherrington and Cherrington (1973) 
report a negative association, while Merchant (1981) Brownell 
(1982), and Brownell and McInnes (1986) report a positive 
association. 
Given such contradictory findings, the introduction of 
mediating variables and the contingency research paradigm, 
represents a logical extension for research involving 
participation. 
Brownell (1981) investigated the influence of personality as a 
mediating variable in the relationship between participation and 
performance. In a" controlled laboratory experiment using 
undergraduate students and management personnel as subjects, it 
was found that those individuals with an internal locus of 
control (already referred to in connection with social- 
psychological accounting research), tended to perform better when 
they participated in budget-setting, whereas those individuals 
with an external locus of control performed well when they did 
not participate in budget setting. This laboratory experiment was 
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supported by a field study (Brownell, 1982a). This study found 
that participation is positively associated with performance and 
that this relationship is stronger among internals than 
externals. 
Brownell (1983) also employed the variable "considerate style 
of leadership", (Hopwood, 1974), as a mediating variable in the 
relationship between participation and performance. He found that 
a considerate style of leadership led to high performance for 
managers who participate to a high degree in the setting of 
budgets, however the positive relationship between consideration 
and performance was not apparent for the low participation 
managers. A considerate style of leadership was also found to be 
significantly associated with satisfaction under conditions of 
both high and low participation. 
Another variable introduced as a mediating factor in the 
relationship between participation and performance is motivation 
(Brownell and'McInnes, 1986). Using a model based on expectancy 
theory, Brownell and McInnes were unable to find any significant 
interaction between motivation and participation as predictors of 
performance. This study did, however, find a significant positive 
relationship between participation and performance. 
A further moderating variable that has been tested in the 
participation-performance relationship is job difficulty. Mia 
(1989) found that performance is high when perceived 
participation is commensurate with perceived job difficulty, ie. 
high performance results when participation is high (low) and job 
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difficulty is high (low). 
In a truly multi-orientated study, Brownell and Hirst (1986) 
investigated line managers in a wide variety of functions in an 
attempt to discover the nature of a three-way interaction between 
task uncertainty, participation and performance evaluation style 
as predictors of job-related stress and performance. Consistent 
with their predictions, it was found that when task uncertainty 
is low, participation and performance evaluation style interact 
as predictor variables of job-related tension. None of the 
variables studied exhibited any significant positive relationship 
with performance. 
This finding of no interaction between performance evaluation 
style and participation as predictors of performance represents 
one of several totally conflicting results on the nature of this 
relationship. Brownell (1982b) found a significant positive 
interaction while Dunk (1989) found a significant negative 
interaction. Dunk's only explanation for the contradictory nature 
of his results is that he surveyed 30 firms whereas the earlier 
research had involved single company studies. 
The inconclusive results of the early studies designed to 
investigate the nature of the relationship between participation 
and performance have been described. These studies appear to have 
paved the way for contingency studies that involve a mediating 
variable in. the participation-performance relationship. While the 
investigation of certain mediating variables has resulted in some 
success (locus of control, considerate leadership style and job 
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difficulty) it has been seen that there are completely 
conflicting results with respect to performance evaluation style. 
One matter worthy-of note is that, with respect to the later 
studies investigating interactions, several have reported a 
significant positive relationship between participation and 
performance, an issue that can still be considered central to 
behavioural organisational accounting research. 
Birnberg and Sadhu's (1986) observation provides an appropriate 
conclusion to the relatively inconclusive research on 
participation. Based on research findings, they suggest that the 
individual most likely to respond positively to participation in 
budget-setting is: 
1) one who believes that he can affect outcomes (Brownell, 
1982). 
2) willing to take the opportunity that such a situation 
affords (Swieringa and Moncur, 1975). 
3) receptive to such a management style (Vroom, 1960). 
4) not too risk averse (Young, 1985). 
3.7 Conclusion to the review of organisational accounting 
research 
This review of organisational behavioural accounting research 
has considered studies from four research perspectives; a human 
relations orientation, social-psychological orientation, 
organisational theory orientation and studies invoking more than 
one of these three orientations. 
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The use of this structure highlights a recent coalescence of 
the disparate research orientations. It was suggested above that 
this development is indicative of a maturing science. The lack of 
a unifying theory, however, is more suggestive of a relatively 
immature science. This appears to be particularly the case when 
one recognizes that the body of literature is still characterised 
as much by contradiction as it is by consensus. 
Participation in budget-setting, represents a budget-related 
variable that has been the subject of considerable attention from 
accounting researchers. For this reason it represents a 
particularly appropriate vehicle for demonstrating the extent to 
which the various strands of organisational behavioural 
accounting research appear to be drawing together. Despite this 
considerable interest in participation, when one turns to 
consider the nature of a normative theory relating to 
participation one is struck by its relative absence. It would be 
something of a misnomer to describe whatever findings there have 
been with regard to participation, as laws or rules. This state 
of affairs should-not be seen as peculiar to participation, 
rather, it can be viewed as typifying the nature of the findings 
of the organisational behavioural school of accounting research. 
With respect to the human relations orientated accounting 
research two major themes were identified: participation and 
performance evaluation style. Performance evaluation style 
appears to represent an important budget-related variable and 
there is support for the theory that a budget-constrained style 
is inappropriate in situations characterised by high task 
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uncertainty (Hirst 1981 and 1983). 
In connection with the social psychological orientated 
research, the importance of motivation was noted. Task 
uncertainty represents an important contingent factor arising 
from organisational theory orientated accounting research. Like 
participation it has been investigated in increasingly 
multi-orientated studies, and also like participation, the 
results of studies investigating this variable have been somewhat 
inconclusive. 
The phase of this thesis that is most associated with the 
organisational behavioural accounting literature discussed in 
this chapter involves an analysis of relationships, in a brand 
management context, between such variables as participation and 
performance evaluation style (human relations orientation), 
motivation and job related tension (social psychological 
orientation) and task uncertainty which is a contingency variable 
typifying organisational theory orientated accounting research. 
This phase of the research project would thus appear to be 
characteristic of the hybrid multi-orientated research that has 
been referred to in the chapter as signifying greater maturity in 
organisational behavioural accounting research. Hypothesised 
relationships between these variables are developed in chapter 5. 
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4.1 Introduction 
This chapter has been designed as a literary review, placed in 
the context of a discussion of matters germane to brand 
accounting. While the subject is highly topical from a 
professional accounting perspective (the on-going brand valuation 
debate has received considerable publicity in professional 
accounting publications), it has received limited attention in 
the academic literature. The absence of academic research on 
brand valuation has prompted a chapter design that departs from 
the more usual approach adopted in a literature review. By 
identifying the academic context of brand accounting, the chapter 
represents a relatively original contribution to the literature. 
As brand value has traditionally only been recognized, together 
with all other intangibles, in a goodwill account arising 
following a takeover, the next section (4.2) is concerned with a 
brief review of accounting for goodwill. 
Brands can also be seen to be an example of an intangible 
marketing asset, a term that appears to be more widely used in 
marketing literature than in the literature on accounting. As 
brands typify intangible marketing assets, the third section 
(4.3) adopts a broader-based orientation by addressing accounting 
for intangible marketing assets. This section first considers the 
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nature of the marketing/accounting interface (4.3.1). This is 
followed by a description of the origins and nature of marketing 
assets (4.3.2 and 4.3.3). From this review, the problems of 
accounting for intangible marketing assets and the short-termist 
tendency promoted by conventional accounting methods become 
evident (4.3.4). Following a discussion of the potential for 
short-termism, a section is devoted to developing a typology of 
intangible marketing assets (4.3.5). While this typology is not 
the subject of explicit exploratory research in this study, it 
does serve to highlight the segregation problems encountered when 
accounting for intangible marketing assets. The typology also 
serves as a classificatory model that can be used in subsequent 
theoretical discussion. 
The final two sections are concerned with problems associated 
with alternative accounting approaches to brands, i. e. brand 
valuation (4.4), and the capitalisation of discretionary 
marketing expenditure designed to support and increase the value 
of brands and other intangible marketing assets (4.5). The 
chapter concludes with a review of empirical research concerned 
with the marketing/accounting interface (4.6). 
4.2 Accounting for Goodwill 
The issue of brand accounting can be lodged in the broader 
debate of accounting for goodwill. A brief review of goodwill 
accounting is deemed pertinent to the introduction of this 
chapter as-it places the problem of brand accounting in its 
financial accounting context. Consideration of this issue will be 
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kept brief. This is because goodwill accounting discussion has 
largely been conducted from a financial accounting perspective. 
While the issues surrounding the financial accounting debate are 
not central to this management accounting study, the results of 
the debate do carry implications for management accounting. 
The appropriate accounting treatment for goodwill and 
intangible assets has been discussed in the literature over many 
years (e. g. Dicksee, 1897; Leake, 1914; Canning, 1929; Gynther, 
1969, Miller, 1973; Hendricksen, 1982). The following quotation 
(Accounting Standards Committee, 1989) acts as an exemplification 
of accountancy's current view of goodwill: 
"It is usual for the value of a business as a 
whole to differ from the value of its separable 
net assets. The difference, which may be 
positive or negative is described as goodwill. 
Goodwill is therefore by definition incapable 
of realisation from the business as a whole; 
this characteristic of goodwill distinguishes 
it from all other items in the accounts. Its 
other characteristics are: 
a) the value of goodwill has no reliable or 
predictable relationship to any costs which may 
have been incurred; 
b) individual intangible factors which may 
contribute to goodwill cannot be valued; 
c) the value of goodwill may fluctuate widely 
according to internal and external 
circumstances over relatively short periods of 
time; and 
d) the assessment of the value of goodwill is 
highly subjective. Thus any amount attributed 
to goodwill is unique to the valuer and to the 
specific point in time at which it is measured, 
and is valid only at that time, and in the 
circumstances then prevailing". 
Traditionally, brand value has been viewed as one of the 
inseparable assets that constitute goodwill. The accounting 
treatment generally afforded to goodwill has involved recognition 
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only following a business acquisition, with the value afforded to 
the account equal to the surplus paid over and above the value 
attributed to the acquired company's tangible assets. This amount 
is either immediately written off against reserves or amortised 
through the profit and loss account over its useful economic 
life. 
This accounting approach is currently the subject of 
considerable debate, as several companies have recently viewed 
their brands as embodying sufficiently tangible and separable 
qualities to warrant separate valuation and inclusion in the 
company's audited published balance sheets. This movement towards 
brand valuation in an account distinct from goodwill, can be 
associated with the growth in brand values. Tweedie (1988) 
comments: 
"By capitalising separately the brand names 
acquired, a company is showing more of its 
valuable assets in its accounts, at the same 
time helping readers to assess the true effects 
of the acquisition. This is especially 
appropriate in cases where the value of the 
brands represents a significant portion of the 
purchase price. " (p. 28) 
The intractable nature of the problem that goodwill poses to 
accounting, is apparent when one considers the following comment 
made by Canning in 1929: 
"Accountants, writers on accounting, economists 
engineers, and the courts, have all tried their 
hands at defining goodwill, at discussing its 
nature and at proposing means of valuing it. 
The most striking characteristic of this 
immense amount of writing is the number and 
variety of disagreements reached. " (p. 38) 
The poignancy of this statement is apparent, when one 
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recognizes that it is as relevant today as it was when it was 
written. Canning's comments act as a support to the view that we 
are currently witnessing an accounting standards debate on 
goodwill and brand accounting that appears to be capable of 
running for many years to come. 
4.3 Intangible marketing asset accounting 
This section of the chapter places the debate on brand 
accounting in the broader context of accounting for intangible 
marketing assets. As an introduction to intangible marketing 
asset accounting, the nature of the marketing/accounting 
interface is reviewed (4.3.1). The following two sections are 
concerned with a discussion of the origins and the nature of 
intangible marketing assets. Next, short-termist implications 
arising from conventional intangible marketing asset accounting 
practices are noted. Finally, in an attempt to shed greater light 
on the problems confronting exponents of intangible marketing 
asset accounting, a typology of intangible marketing assets, 
constructed from an accounting perspective, is presented. 
4.3.1 The organisational context of marketing assets 
Intangible marketing assets'can be seen to arise as a result of 
marketing activities. In addition to brands, they include 
intangible assets such as product image and reputation. While 
such assets are critical for securing an organisation's success 
in the long-term, the fact that they are typically afforded no 
explicit accounting recognition calls into question the adequacy 
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of the way in which they are financially monitored and, by 
implication, operationally managed. 
To understand better the nature of the problem that marketing 
assets pose to accounting it is necessary to place the issue in 
its organisational context. The marketing/accounting interface 
suffers from the fact that the management accounting function has 
not evolved far from its production roots towards developing any 
facets of a marketing orientation (Rayburn, 1981; Wilson and 
Bancroft, 1983). More recently, "Ratnatunga et al (1989), found 
that although the marketing/accounting interface has developed 
beyond that which had been observed in earlier studies, there is 
still general dissatisfaction with the quality of accounting 
systems in providing information for marketing decision-making. 
A substantial proportion of management accounting's development 
as a distinct body of accounting knowledge can be traced to 
before 1925 (Kaplan, 1984). The predominant corporate ethos at 
that time can be characterised as being of a production 
orientation (Keith, 1960). Several commentators have thus noted 
the critical influence of the production function on management 
accounting and the fact that its inception was attributable to 
financial accounting's need for product cost when preparing 
annual accounts (Johnson, 1986). 
The continuation of this anachronistic orientation is bound to 
call management accounting's continued relevance into question. 
Harrison (1978), in his consideration of the evolution of 
accounting involvement in the marketing function, notes that 
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while the production era has given way to first a sales era and 
now a marketing era, management accounting has not adapted in a 
manner consistent with the evolving organisational needs that 
have been brought about by such environmental developments. 
The new organisational demands placed on the accountant by the 
marketing era should not be underestimated. This is because 
production can be seen to reside at the input (cost) side of the 
business while marketing can be seen to operate in the more 
open-ended, output (sales) side of the business. This distinction 
means that while production effectiveness may be monitored in 
terms of cost minimisation, marketing performance, with its 
emphasis on the development of a strong market position, does not 
lend itself so readily to traditional accounting-based controls. 
The marketing, outward-looking, growth-seeking, opportunistic 
stance can thus be seen to lie in cultural conflict with the 
management accounting, inward-looking, cost-minimisation 
orientation (Wilson, 1988). 
The view that the marketing/accounting interface in fact 
represents more of a fracture than a common ground is a widely 
documented observation (Wilson, 1981; Berry, 1977; Wilson and 
Bancroft, 1983; Moss, 1986; Simmonds, 1986; Srikanthan et 
al., 1989). Berry comments, " Given: one marketing manager and one 
accounting manager. Finding: poor communication on financial 
criteria and goals. " 
The marketing/accounting interface would thus appear to suffer 
from the negligible degree to which management accounting has 
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made inroads in developing methods that adequately support 
marketing-related decision making. The marketing function cannot 
be accommodated easily within the current organisational control 
paradigm of comparing annual profit performance against budget 
(Srikanthan et al., 1989). Such a model of control is orientated 
towards the short-term while the intangible assets associated 
with the marketing effort are more appropriately viewed from a 
longer-term strategic perspective. 
4.3.2 Origins-of "Marketing assets" 
The term "marketing asset" has been increasingly used in 
marketing literature in recent years (Moss, 1986; Piercy, 1986; 
Rayburn, 1986; Wilson, 1986). There has, however, been very 
limited interest shown in the accounting literature on the 
problems encountered when attempting to report such assets, or 
the implications that arise from failing to satisfactorily do so. 
Take-over activity has heightened the awareness of 
non-accountants that the balance sheet is not a market valuation 
instrument and that it excludes assets where cost is not easily 
verifiable. Such intangible assets can frequently be attributed 
to activities of the marketing department and represent 
critically important attributes that ensure the continued success 
of the business as a going concern. 
The importance of such intangibles is, in fact, supported by 
the size of the take-over bids, and it is only when such a bid is 
successful, that the value of marketing assets is afforded any, 
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albeit vague, recognition, through the creation of the goodwill 
account. The decade leading up to the 1987 stock market crash saw 
a growth in the average size, as well the number of take-overs. 
This period also witnessed a steady rise in stock market prices 
which caused considerable increases in the recorded value of 
goodwill following take-overs (Barwise et al., 1989). 
A second factor that may be considered contributory to the 
attention currently commanded by marketing assets, is a shift in 
corporate strategy in recent years. Ohmae (1982), referring to 
the General Electric/Shell Directional Policy Mix, notes a shift 
away from corporate attempts to diversify into whatever areas 
represent opportunities for growth, towards growth that ensues a 
complete examination of corporate strengths and weaknesses. Such 
an examination has perhaps led to an increased appreciation of 
off-balance sheet assets. Davidson (1987) refers to this shift in 
emphasis as a move from "Marketing-based marketing" towards 
"Asset-based marketing". Market-based marketing focuses on the 
company's ability to react profitably to customer wants, while 
asset-based marketing relates to how effectively the company can 
use its assets to satisfy wants in the market. This distinction 
is important because it moves from a shorter-term reactive 
approach to a longer-term proactive strategy. This development 
raises the strategic significance of marketing assets and the 
corporation's need to develop an accounting system that 
adequately accommodates them. 
An examination of corporate strengths constitutes a review of 
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corporate assets. As accounting systems typically only recognize 
those assets satisfying the requirements of objectivity, 
historical cost and verifiability, it can be seen that accounting 
represents an increasingly deficient basis for strategic 
decision-making. The development of this problem is apparent when 
one recognizes the growth in the average size of the goodwill 
account following take-over (Baravise et al., 1989). Such growth 
in goodwill is also suggestive of the growing importance of 
intangible marketing assets. 
1 4.3.3 Description of marketing assets 
"Marketing assets", a term that subsumes intangible marketing 
assets, is used in such a broad manner that it is impossible to 
find a widely accepted, precise definition in the literature. 
This problem of definition stems from the fact that all marketing 
assets support the notion of competitive advantage, a construct 
that is itself open to varying interpretations depending on the 
observer's orientation and the strategy of the company under 
consideration. Further problems encountered when considering an 
assessment of competitive advantage, reflect its state of 
constant change as it is continuously affected by evolving 
environmental factors. Competitive advantage, which can only be 
appraised subjectively, is inextricably linked with marketing 
assets. This linkage with such a highly intangible concept 
provides an immediate reason why marketing assets represent a 
problem to accountancy with its objective orientation. 
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Included in marketing assets are all facets of the organisation 
that can be used to differentiate the company's product or 
service in the eyes of the consumer. Attempts to identify 
marketing assets have not resulted in the type of widely accepted 
and comprehensive list of assets with which accountants are 
familiar. It is with respect to the problems of developing a list 
of marketing assets that Piercy (1986a) comments "...... one 
might continue adding further to such a list and amending it for 
some time and adapting it to particular product-markets according 
to which are the critical success factors. " 
A better understanding of the nature of what comprise marketing 
assets is gained when the assets are identified and classified. 
As can be expected when dealing with intangibles, authors use 
various classifications of marketing assets. It should be noted 
that while the term is generally used in the sense of embracing 
tangible as well as intangible marketing assets, this review is 
essentially concerned with the latter. 
King (1973), without explicitly using the term "marketing 
asset", refers to various assets and strengths of the company 
under the two headings: marketing expertise and relations with 
consumers. To King's two categories, Piercy (1986a) adds market 
share, brand loyalty, logistical expertise and marketing 
organisation. An alternative nomenclature is adopted by Davidson 
(1983), who lists 43 marketing assets under the headings of 
people, working capital, capital equipment, customer franchises, 
sales/distribution/service network and scale advantages. An 
itemisation of marketing assets can be as lengthy as any list of 
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traditional ledger accounts and broad enough to encompass a 
spectrum ranging from the physical assets that support the 
marketing effort to human resource accounting applied to the 
marketing staff. 
The list below (based on Wilson's 1986 tangible marketing asset 
identification) includes the major marketing assets that some 
claim' are subject to inappropriate accounting treatment: 
advertising, entry barriers, brands, trademarks, information 
systems, product line, new product development, customer service, 
customer protection, reputation, image, sales territory, markets, 
market share, geographic area, loyal dealer organisation, and 
channel control. 
A problem encountered when itemising marketing assets is the 
degree of overlap in the constructs considered. While the need 
for demarcation may not be relevant to marketing management, it 
is of major concern to accounting due to the aggregation 
procedures used, a process that involves identification and 
measurement of assets. The arbitrariness that appears to be 
unavoidable when attempting to dissect intangible assets has been 
discussed by Miller (1973) in his contribution to the goodwill 
debate. This arbitrariness assumes the guise of impossibility 
when attempting to segregate some of the assets identified above, 
e. g. brands, image and reputation. 
The majority of intangible assets are inextricably linked to 
the corporate structure, and the procedure of pulling them out 
and listing them separately is bound to distort their value. The 
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historical cost convention has circumvented this problem for 
those assets that have been recognized through traditional 
accounting practices. While this convention removes any illusions 
that the balance sheet is an instrument designed to achieve a 
complete corporate valuation, it also causes those assets, where 
the input cost is vague and has little direct relationship with 
the asset value created, to be excluded from accounting 
statements. 
4.3.4 Short-termism and marketing asset accounting 
From a management accounting perspective, the problem of 
intangible asset segregation has to be reconciled with Field and 
Gabhart's (1971) contention that the identification and valuation 
of such intangibles is intrinsic to the determination of the 
profitability of marketing expenditure. While identification of 
the profitability of the organisation's various functional areas 
can be seen to be incidental to the interests of the preparers of 
published statements, it is of paramount concern to management 
accounting. This is because management accounting is concerned 
with 
" ..... the process . of 
identification, 
measurement, accumulation, analysis, 
preparation, interpretation, and communication 
of financial information used by management to 
plan, evaluate and control within an 
organization .... " (The Management 
Accounting 
Practices Committee of the National Association 
of Accountants, 1981). 
Management accounting thus assists the fulfillment of corporate 
objectives by monitoring the performance of the organisation's 
profit centres which are typically defined along functional 
-103- 
lines. 
It would appear to be self-evident that such control systems 
should be designed to monitor performance in a manner consistent 
with long-term strategic goals, rather than in a manner that only 
recognizes short-term operational goals, whose attainment can be 
measured via performance measures, denominated in traditional 
financial accounting terms. Concerns raised over management 
accounting's apparent tendency to adopt rather than adapt the 
financial accounting model were noted in Chapter 2. 
The need for long-term performance measurement is particularly 
apparent with respect to the marketing function where activities 
such as the building of image, reputation and market share are of 
a long-term, strategic nature. Indeed the economic lives of many 
brands are equal to or exceed the lives of physical assets such 
as plant and buildings. - 
Kaplan (1984b) explicitly recognizes the problem of 
short-termism and its impact on intangible asset development in 
the following quotation: 
"Perhaps the most damaging dysfunctional 
behaviour induced by a preoccupation with 
short-term profit centre performance is the 
incentive created for division managers to 
reduce expenditures on discretionary and 
intangible investments. When profit targets 
become hard to achieve because sales are not 
increasing as fast as expected, or variable and 
operating costs are rising faster than 
expected, managers may try to minimize the 
adverse impact on short-term earnings by 
reducing expenditures on product and process 
development, promotion, distribution, quality 
improvement, applications engineering, human 
resources, customer relations, and other such 
intangibles. " (p. 410-411) 
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In an attempt to redress this problem, several commentators 
have suggested the analysis of expenditure between strategic 
funds and operational funds (Vancil, 1972; Stonich, 1981; Has and 
Majluf, 1984). Operational funds can be viewed as those expenses 
that are required to maintain the business in its present 
position. Strategic funds are expenses that are required to fund 
strategic programs whose benefits will accrue for several years 
into the future. Hax and Majluf (1984) classify strategic funds 
into three groups: 
1) investment in fixed assets; 
2) increases in working capital that result from increased 
activity levels and increased capacity; and 
3) developmental expenses that are above the needs of 
maintaining existing business, eg. advertising, introductory 
discounts, sales promotion, development of management information 
systems etc. 
4.3.5 A Txpology of Marketing Assets 
Despite the problems associated with attempts to segregate 
intangible assets, such analysis is deemed pertinent in order to 
facilitate a better understanding and provide a framework with 
which to view marketing asset value. If a method of marketing 
asset recognition could be developed, then subsequent asset 
monitoring may shift the emphasis of control away from 
discretionary expenditure towards intangible asset creation, 
thereby ameliorating the dysfunctionalism referred to by Kaplan. 
Figure 4.1, below, represents a first theoretical step towards 
the creation of a typology of intangible marketing assets. 
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-->-- Expense or capitalise 
i---------------------------------------- 
a 
ä 
e. g. trademarks, brands, entry 
barriers and information systems 
---------------------------------------- 
- --------------------------------------- 
A non-recognised asset 
-->-- in traditional 
accounting systems 
Value manifestation Asset attributes that can 
e. g. image, reputation I-->-- be measured as a basis for 
and premium price valuation 
---------------------------------------- 
----------------I----------------------- 
The synthesis of 
Repository of 
marketing assets 
strategic value 
i. e. competitive advantage 
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The typology, represents a classification of marketing related 
constructs that have hitherto been referred to as marketing 
assets. The constructs have been categorised using the four 
headings: value creator, marketing asset, value manifestation and 
the synthesis of marketing assets. The downward directional flow 
of the arrows that link the four categories is a conceptual 
representation of the course of events that culminate in the 
creation of competitive advantage. 
Consistent with many business activities, marketing activity 
designed to create competitive advantage commences with 
investment, i. e. expenditure on such components of the marketing 
budget as advertising and product development. These investments 
have been labelled value creators as they can be seen to be 
instrumental in the creation of marketing assets such as brands 
and entry barriers. These intangible assets clearly do not lend 
themselves to traditional accounting approaches to asset 
verification. This problemmaticäl issue of intangible asset 
measurement can be seen to be addressed in the third category, 
value manifestation. Accounting attempts to measure marketing 
assets are concerned with the translation of such examples of 
value manifestation as image, reputation and price into a 
marketing asset value. The final category, referred to as the 
synthesis of marketing assets, highlights the fact that the 
inclusion of competitive advantage in previous lists of marketing 
assets appears to be inappropriate. This inappropriateness is 
evident due to the segregation of marketing assets that is 
achieved in the typology. Competitive advantage appears to 
embrace all corporate assets and its inclusion in a list of 
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intangible marketing assets would thus represent double counting. 
The limitations of this typology are evident when one considers 
whether a loyal dealer organisation should be regarded as a 
separate marketing asset or a manifestation of value. Similarly, 
advertising can be variously categorised. Generally, advertising 
can be viewed as a creator of demand through informative and 
persuasive means, however the discovery of a successful promotion 
slogan can also be held to represent an asset that can be 
advantageously deployed in the future. While the typology does 
represent an original perspective of the segregation problem, it 
is only a first step, as segregation problems are still apparent 
with respect to those assets identified as marketing assets in 
the figure. Despite the limited robustness of the classification 
it does carry several meritorious aspects: 
1) It demonstrates the rationale for much of the marketing 
support in creating marketing assets which, in turn, converge to 
create competitive advantage. The delineation of this rationale 
may aid in the development of accounting's appreciation of the 
nature of marketing investment in competitive advantage. 
2) It provides an initial framework for viewing the valuation 
relationships that subsist between marketing assets. Such 
relationships have received limited attention due to their 
intangible characteristics, a factor that has prevented the 
inclusion of marketing assets in traditional accounting 
statements. 
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3) It is an exercise that is fundamental to any attempt made to 
record the asset value associated with the components -of 
"marketing assets". When considering its appropriateness one 
becomes aware of the itemisation problems created by accounting's 
need to dissect and aggregate. 
4) It is a classification that enhances a consideration of the 
nature of the theoretical problems associated with marketing 
asset accounting. For this reason it will act as a point of 
reference in the subsequent theoretical discussion. 
5) From a control perspective, it identifies the inputs and 
outputs of the marketing asset management process. This control 
perspective is elaborated upon below. 
The way in which traditional accounting practices fail to 
account for marketing assets in a realistic manner is evident 
when one considers this classification in the context of 
generally accepted accounting approaches. Expenditure of a "value 
creator" nature is not recognized as an investment but expensed 
to the profit and loss account. This results in no value being 
afforded either to the resulting marketing asset, or the 
company's enhanced competitive advantage. One implication of this 
accounting treatment has been referred to in connection with 
accounting practices and short-termism, other implications are 
expanded on below. 
" While the value manifestors, referred to in fig. 4.1, may not 
lend themselves to the strongly held traditions of objective 
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identification and verification with reasonable certainty 
(Solomons, 1988), that are observed by financial accounting, the 
same constraints do not apply to management accounting. 
Management accounting is more concerned with internal control, 
consequently, the need to segregate the inputs as well as the 
outputs associated with a management process become apparent. The 
immediate relevance of the typology to management accounting thus 
appears to be twofold 
1) It affords a greater degree of clarity to the marketing 
asset. Although the extent of this clarity may not be sufficient 
I for the asset to meet the objective requirement of financial 
accounting, a strong case can be made to the effect that 
management accounting is not constrained by the same requirement, 
and therefore better disposed to account for intangible marketing 
assets. Management accounting purports to be the branch of 
accounting that is concerned with the provision of information 
that facilitates internal decision making. It is in the light of 
this objective that Allen (1986) sees management accounting's 
dismal record in applying values to assets, as leaving it open to 
criticism. He notes that, "Accounts are based on cost, whereas 
decision-making is concerned with values. " 
2) Management accounting with its objective of contributing to 
organisational control is concerned with the delineation of the 
inputs and outputs associated with the organisation's various 
management processes. The model of a controlled process (figure 
2.2) indicates that the inputs and outputs are critical elements 
of the control process. Identification of these activities is 
thus fundamental to attempts made to achieve accounting control. 
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In its attempt to segregate marketing assets from related 
concepts the typology also aids in the clarification of inputs 
and outputs to the marketing asset management process. The inputs 
correspond to value creators, while the value manifestation 
referred to in the typology can be seen to represent the output 
of the brand-management process. 
The typology's analysis of terms, hitherto defined in too vague 
a manner to be operationally helpful to accounting, provides the 
framework for the theoretical discussion in the next section. 
Value manifestation, or more specifically, brand valuation will 
be addressed first, followed by a consideration of the accounting 
treatment afforded to value creators i. e. inputs to the brand 
management process. 
4.4 Brand value accounting 
Having described the problems surrounding accounting 
recognition of intangible marketing assets in general, the review 
will return to consider brands, the specific marketing asset of 
interest in this research. This section is first concerned with 
writings in the marketing literature on the subject of brands and 
their source of value. Next, the section turns to consider the 
rationale that has generally'been provided in support of brand 
valuation. Finally, a description is made of the brand valuation 
methods that are most widely referred to. 
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4.4.1 The marketing value of brands 
The economic'value of a brand will now be described from a 
marketing perspective. The benefits of effective branding have 
been well documented in the marketing literature (e. g. Chisnall, 
1974; Opatow, 1985; Schorin and Van den Bergh, 1985; Salmon and 
Cmar, 1987; Blackett, 1988). Brands can establish and maintain a 
desired product image; they identify products, they facilitate 
order processing and inventory management, they attract loyal and 
profitable customer sets; they provide a legally defensible 
title; they can underpin offensive marketing (Davidson, 1987), or 
drive strategic defence (Porter, 1985); they assist the seller in 
segmenting markets (Kotler, 1988; Levitt. 1988). 
Effective market segmentation provides the foundation for 
successful marketing (Levitt, 1988). The segmentation process is 
driven by positioning in which brand image is a key element 
(Gardner and Levy, 
, 
1955; Reynolds and Gutman, 1984; Park, 
Jaworski and Macinnis, 1986). Brand image facilitates the 
creation of competitive edge (Oxenfeldt and Swann, 1964; Buzzell 
et al., 1972; Ohmae, 1983) and raises product performance (Wind, 
1973; Schocker and Srinivasan, 1979). A fundamental determinant 
of brand image is the brind name (Opatow, 1985; Van den Bergh, 
Adler and Oliver, 1987; Blackett, 1988) which, if effective, has 
considerable value as a key marketing asset (Piercy, 1986a; 
Davidson, 1987). Brand name selection is increasingly important 
in a more boisterously competitive market (Trout and Ries, 1979) 
and where other market channel members may be attempting to 
differentiate through developing brand names (Salmon and" Cmar, 
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1987). 
Brands' can thus be seen to draw their value from the 
competitive advantage that they afford to their owner. The above 
discussion should clarify our understanding of the role and 
rationale of brands as a marketing asset. Having provided a 
rationale for brand value, discussion will now move to consider 
arguments that support brand accounting. 
4.4.2 Justification for brand accounting 
In addition to the competitive importance of brands, proponents 
of brand value accounting cite the following justifications in 
support of their view. The first six points relate to advantages 
arising from recognizing brand value in the externally reported 
financial statements. The final two points relate to internal 
benefits arising from brand valuation. These final two points 
will be elaborated upon in the next chapter which develops a 
model, concerned with the organisational/behavioural implications 
of including brand valuation in the management accounting system. 
1) Inclusion of brand values provides not only information on 
the strength of a company's brands, but also a more realistic 
picture of shareholder's worth. A periodic revaluation of a 
company's brands can be expected to decrease the amount of 
unrecognized goodwill and thereby increase shareholder's worth to 
a figure that more closely reflects its real value. 
2) Where loan issues are related to book, rather than market 
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values, brand valuation will aid the raising of capital due to a 
reduction in gearing. Under present accounting methods, the 
expensing of long-term investment in brands increases both income 
and capital book gearing by reducing the interest coverage and 
retained earnings and, in turn, shareholders equity. 
3) It will provide a -better basis for comparison between 
companies that have varying mixes of "home grown" and acquired 
brands. 
4) It will reduce the goodwill write-off problem that arises 
following a take-over. By breaking out the goodwill into its 
component assets, the amount to be written off against reserves 
or amortised through the profit and loss account will be reduced. 
5) The recent brand valuations appearing in published 
statements are generally recognized by the accounting profession 
to be within current regulations. With respect to acquired 
brands SSAP 14 (Group Accounts) requires that, following 
acquisition, separable assets be valued at fair value. With 
respect to home-grown brands (not acquired in a take-over), 
Schedule 4, Part C of the 1985 Companies Act allows intangibles 
to be valued at current cost. 
6) Based on the belief that the stock market systematically 
undervalues firms with brands, it has been argued that brand 
value capitalisation will improve stock market efficiency 
'(Srikanthan and Neal, 1988). If this contention is true, brand 
valuation would lead to'a more efficient pricing of stocks and 
-114- 
therefore deter take-over bids. A problem with this view is that 
no empirical work has been published that reviews share price 
reaction to published brand valuations. Similar market-based 
accounting research has, however, been conducted reviewing the 
impact of expensing rather than capitalising R&D expenditure 
(Dukes, 1976 and Vigeland, 1981) and also asset revaluation 
(Morris, 1975; Beaver, Christie and Griffin, 1980; Board and 
Walker, 1985 and Peasnell, Skerratt and Ward, 1987). Both types 
of study have shown that the changed accounting treatment has not 
resulted in a significant share price reaction. These studies 
would suggest that published brand valuations are unlikely to 
result in a significant share price reaction and that the stock 
market is unlikely to systematically undervalue branded goods 
companies. 
7) From an internal management perspective, greater importance 
can be expected to be associated with increasing the value of 
company brands following a formal brand valuation. 
8) If the valuation takes the form of an appraisal of brand 
strength (discussed below in connection with brand valuation 
methods), then the valuation process resembles an internal 
operational audit. The benefits of increased efficiency that 
accrue to any organisation from such audits can be similarly 
expected to arise from the brand valuation process. 
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4.4.3 Brand valuation methods 
_There 
is a variety of methods upon which brand valuation can be 
based, each offering a different valuation outcome. The following 
represents a listing of the most widely referred to methods of 
brand valuation (Penrose and Moorhouse, 1989). 
Cost-based valuation This valuation is based on the input 
costs that have been incurred in the development of the brand. 
This method is consistent with the historical cost principle and 
involves aggregating costs such as relevant advertising and 
research and development. With respect to figure 4.1, this would 
involve capitalising those expenses categorised as value 
creators. The fundamental weakness of this approach is the 
tenuous link between the input costs and the economic value of 
the brand. Studies appraising the nature of the carry-over effect 
of advertising have proven inconclusive (Peles, 1970; 
Abdel-Khalik, 1975; Clarke, 1976 and Picconi, 1977). An 
alternative cost-based method of valuation views value from a 
replacement cost perspective. This approach involves an 
estimation of*the costs required to redevelop an equivalent 
amount of brand loyalty and awareness. It suffers from the high 
degree of subjectivity implicit in such an estimate. 
Market valuation This valuation basis is the most objective 
in that it uses the figure set by the market following a sale of 
a company or one of its brands. It is also consistent with the 
historical cost principle, as the valuation can only be applied 
following a sale. There is no objective method, however, of 
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distinguishing the value of brands from the value of the rest of 
the company's assets acquired. A second problem with this method 
is the absence of a ready market for most company brands (Beaver 
and Demski, 1979). 
Premium price based valuation This approach is based on the 
premium price of a product (an example of a marketing asset value 
manifestation). Premium price can be established by comparison 
with a non-branded product. This method is strongly supported by 
Mullen and Mainz (1989), who argue that the premium price 
represents the acid test of a brand's worth. Two major criticisms 
can be levied against this approach. Firstly, the real -asset 
value of a branded product frequently lies in the security of a 
continued stable demand rather than in its potential for 
commanding higher prices. Secondly, many successful brands earn 
large profits in absolute terms due to the volume of sales 
achieved, rather than to high prices, which are in fact often set 
at competitive levels. 
Net Present Value This valuation involves discounting expected 
brand-related cash flows to present values. Although 
theoretically sound, the method suffers from the practical 
problems of establishing reliable cash flow estimates and 
identifying an appropriate discount rate. In connection with this 
latter concern, further research is called for to examine whether 
brand strength is associated with lower levels of systematic 
risk. 
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Brand strength valuation This is based on an estimate of brand 
strength and profitability. This form of calculation was used in 
the recent, much publicised valuation of Ranks Hovis McDougall's 
brands- (Penrose and Moorhouse, 1989). Seven factors were 
considered: leadership, stability, market, internationality, 
trend, support and protection. From these factors, a multiple was 
derived which was applied to a three-year weighted average of 
brand profit. The major criticisms of this method are that it 
represents a radical departure from the historical cost principle 
and involves a high degree of subjectivity when establishing the 
factors to be included in brand strength and profit. 
Barwise et al. (1989), use an alternative classification of 
valuation methods, based on separability and valuation. With 
respect to separability, three methods of establishing brand 
earnings are highlighted; premium price (already discussed), 
royalty payments and alternative return on assets. The royalty 
payments method requires an estimate of the royalty earnings that 
could be achieved by licensing out the brand. The return on 
assets approach involves establishing the capital involved in 
producing the brand. Earnings generated from this capital, that 
are considered to be in excess of a normal return are then used 
as the basis for brand valuation. A problem with these 
approaches again revolves around the degree of subjectivity 
involved. Having used one of these three methods as a basis for 
establishing brand earnings, a discounted cash flow technique or 
earnings multiplier is applied to capture the valuation. The 
discounted cash flow approach suffers from the subjectivity 
involved in estimating the life of the brand, a growth rate in 
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earnings as well as the appropriate discount rate to be used. The 
earnings multiplier approach uses the earnings multiple that 
underlies the value at which comparable brands have been sold. 
While this approach may appear to embrace greater objectivity by 
using observable, historical multiples, the value of the brand in 
such sales varies widely. This variation results from factors 
such as the identity of the purchaser and the nature of the 
business climate at the time the sale was completed. 
A recurrent theme in any consideration of valuation for 
accounting purposes is the problem of reconciling the process 
with the principles of prudence and objectivity. Even if 
marketing assets could be identified and segregated, the 
historical cost convention is not suited to accommodating 
intangible assets that exhibit a limited relationship with their 
input costs. Any attempt to include a valuation for marketing 
assets represents a departure from the historical cost convention 
and adoption of a form of current cost accounting. If benefits 
are found to arise from internally monitoring brand value, 
Justification will have been provided for management accounting 
departing from this financial accounting model. 
4.5 Brand value creators 
The valuation debate has largely been staged in a financial 
accounting context. While this debate is clearly of relevance to 
management accounting, the problem of correctly recording the 
inputs to the brand management process may be regarded as falling 
more completely in the management accounting domain. This is due 
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to management accounting's close association with the development 
of costing methods. 
This section is first concerned with issues pertaining to 
accounting for brand value creation expenditure. If this 
expenditure were to be capitalised, a resulting asset would of 
course be evident on the balance sheet. The second part of this 
section discusses the implications arising from brand value 
creation expenditure being viewed as discretionary expenditure. 
4.5.1. Capitalising versus expensing brand value creators 
When a comparison is drawn between the accounting treatment 
applied to the value creating expenditure of the marketing 
department (the majority of which is associated with intangible 
assets) and that applied to investment in production assets (the 
majority of which are tangible) the adverse control implications 
with respect to the former become apparent. Production assets, 
whether "home-grown" (constructed by company employees) or 
externally purchased, are capitalised and depreciated over their 
useful life. The efficient use of such assets may be monitored 
through the application of such indicators of financial 
performance as return on investment. With respect to marketing 
assets, that can be seen to be included within the goodwill 
account arising following a take-over, similar financial controls 
may be employed, so long as the goodwill figure is interpreted in 
a meaningful manner. This, however, is unlikely as goodwill is 
generally either immediately written-off against reserves or 
amortised over its "useful economic life". The vast majority of 
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marketing assets are, however, home-grown and due to the practice 
of expensing the value creator expenditure, no financial record 
of these assets is maintained. 
Evidence suggests that it is common internal accounting 
practice to expense all marketing expenditure except for 
traditionally recognized tangible fixed assets (American 
Accounting Association, 1972; Rayburn, 1981; Wilson and Bancroft, 
1983; Ratnatunga, 1987). This accounting treatment has led to 
what Piercy (1982) has called "Cost and Profit Myopia in 
Marketing". Elaborating on this theme, Piercy raises concerns 
associated with the short-termism inflicted on the organisation 
by the accounting controls currently employed. He suggests that 
such short-termism will result in risk averse marketing 
bureaucrats and a loss of entrepreneurial vigour and dynamism. 
At the root of the problem described by Piercy is the fact 
that the practice of expensing marketing asset expenditure causes 
it to be viewed as a cost rather than an investment. Merchant 
(1985) has observed that expensed outlays are subject to tighter 
controls than those controls that are exerted over capitalised 
outlays. This finding suggests that the accounting treatment used 
with respect to marketing expenditure may be reducing the funds 
that would otherwise be available to support competitive 
advantage. It would appear that such a situation can only hinder 
the development of a basis for successful marketing/accounting 
interaction. 
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In an attempt to shed more light on the question whether 
expensing results in reduced expenditure, the findings of three 
studies concerned with research and development appear to be 
pertinent. Horwitz and Kolodny (1980) found that expensing did 
result in a reduced amount of. privately funded R&D expenditure. 
This finding was not, however, supported by Dukes, Dyckman and 
Elliott (1980) who found that the changed accounting requirement 
had no discernible effect on the level of R&D expenditure. 
Elliott et al. (1984) attempted to reconcile the two studies by 
hypothesising that the effect may be, more apparent in smaller 
companies (which were studied by Horwitz and Kolodny) than in 
large companies (which were studied by Dukes et al. ). This 
hypothesis received partial support from their research, however, 
the question of whether expensing R&D results in reduced 
expenditure has not been satisfactorily answered. 
An interesting alternative reason for the widespread expensing 
of marketing expenditure has been expressed by Gillingham (1985): 
"Financial institutions must share a large part 
of the blame for this mistreatment of marketing 
expenditures. These organizations prefer to 
lend with security against tangible assets. In 
smaller firms, owners who raise capital for 
marketing expenditures may be required to 
provide security with other more tangible 
assets including their personal property. " (p. 
20). 
No study analysing the influence of financial institutions with 
respect to accounting for intangible marketing assets has been 
found. While accounting treatment invokes the going concern 
concept, the long-term creditors are concerned with the 
liquidation value of the enterprise, a valuation that precludes 
-122- 
recognition of intangible assets. The subsequent conservative 
treatment that is applied to intangible accounting, while being 
consistent with the interests of creditors, does not appear to be 
consistent with the going concern principle. 
The brand value creator that probably lends itself best to a 
consideration of a form of deferred costing or amortisation 
treatment is advertising. When looking for guidance from 
accounting principles, latent conflicts become apparent. Rayburn 
(1986) notes, "While the conservative principle is strictly 
followed in the expensing of advertising expenditures, the 
matching principle is often violated in accounting for 
advertising costs. The question then is : which is more important 
in report preparation ? ". The matching of marketing expenditure 
can either be interpreted as resulting in deferred costs or brand 
valuation in the balance sheet. A deferred cost approach 
recognizes that the non-expensed portion of the expenditure bears 
little relationship to any brand value. 
Concerns that amortisation of advertising costs is bound to be 
an arbitrary exercise can be countered by noting the degree of 
subjectivity involved in depreciation. Despite this subjectivity, 
depreciation is the generally accepted, rational mode of 
accounting for fixed assets. There is, in fact, a degree of 
subjectivity involved in allocating a considerable portion of 
cost (Thomas, 1969). Rayburn (1986) takes an alternative view of 
the problem by raising the rhetorical question ".... can it not 
also be said that the procedure of expensing all advertising 
outlays is also arbitrary ? ". ( p. 76) 
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The practice of capitalising some marketing expenditure e. g. 
advertising, adopted by some American companies when producing 
interim statements, strengthens the arguments of the proponents 
of marketing asset input capitalisation (Rayburn, 1986). If it is 
legitimate to recognize the carry-over of an asset at the interim 
stage, why not adopt such a practice in the internal accounts at 
the year end? Capitalising advertising at the interim stage is 
presently justified by accountants on the grounds that it 
provides a better basis for comparison of interim periods within 
one accounting year. It would appear that this practice is not 
pursued at the year-end because it would be inconsistent with the 
policy adopted in the published statements. 
4.5.2. Value creators - an example of discretionary, expenditure 
In order to place advertising more completely in its 
theoretical context, it should be noted that it can also be 
viewed as an example of discretionary expenditure (Merchant, 
1985). Horngren and Foster (1987) note that discretionary costs: 
".... (1) arise from periodic (usually yearly) 
appropriation decisions regarding the maximum 
amounts to be incurred and (2) have no well 
specified function relating inputs (as measured 
by the costs) and outputs (as measured by 
revenue or other objectives). " (p. 378) 
Horngren and, Foster's second observation raises the control 
problem associated with discretionary expenditure. In effect, 
this problem arises because the third of Otley and Berry's four 
conditions of control that were outlined in chapter two (i. e. the 
availability of a predictive model of the process) is not 
satisfied. As this seriously limits the efficacy of accounting 
-124- 
"too 
controls with respect to discretionary expenditure, alternative 
compensatory controls are widely implemented, e. g. direct 
supervision, enforcement of standardised policies and procedures, 
reviews and approvals of plans, and the building of a strong 
organisational culture with shared norms (Merchant, 1985). 
Despite the increased need for alternative controls, Merchant 
(1985) in a study of the various controls applied over 
discretionary expenditure, found that accounting based controls 
ranked higher in perceived importance than alternate controls. 
Controls were found to be perceived in the following descending 
order of importance : 1) Net Income target; 2) Expense target; 3) 
Headcount controls; 4) Procedural controls; 5) Meetings. 
The apparent importance of accounting controls in a 
discretionary expenditure context lends support to claims made 
that the corporate marketing effort will be confounded by 
dysfunctional short-termist management (elaborated upon under 
heading 4.3.4. ). Accounting control of discretionary expenditure 
has also been criticised by Hayes and Abernathy (1980) and 
Merchant (1985). In an attempt to redress the problem of 
short-termism and discretionary expenditure McMonnies (1988) and 
the Advisory Committee on Corporate Disclosure to the 'S. E. C. 
(1977) have called for the separate disclosure of discretionary 
expenditure in the published statements. 
4.6. Empirical research on accounting for the marketing function 
This final section before the chapter's conclusion describes 
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empirical research concerned with accounting for the marketing 
function. Compared to the amount of accounting studies performed 
in a production environment, one is struck by the paucity of 
accounting research conducted in the marketing domain. Wilson 
(1981) comments: 
"Of the two major aspects of industrial 
organisation, production and marketing, the 
former has lent itself more to 'scientific 
analysis' and has been studied in great detail 
as a result. Marketing, however, from a control 
point of view, does not lend itself so much to 
critical examination. For this reason, it has 
received an unjustifiably low proportion of 
attention. Such marketing theory as has been 
established is of little help in this respect. " 
(p. 133) 
The following studies include, and can thus be considered 
indicative of, the major empirical research conducted in this 
area in recent years: The National Association of Accountants 
(1971), The American Accounting Association (1972) Rayburn 
(1981), Wilson and Bancroft (1983), Ratnatunga (1987). The nature 
of these studies and their findings that are pertinent to this 
research are summarised in chronological sequence below. 
The primary aim of this study was to "identify the needs of 
marketing management and interpret these needs in terms of 
potential demand. " 
The specific objectives of the study were : 
1) To determine where marketing management felt that 
informational voids currently exist and the relative importance 
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of such voids in terms of the cost of not having the information. 
2) To identify the system components which warrant examination 
by accounting and systems personnel in their attempt to meet the 
needs of marketing management. 
3) To place priorities on the development of new system 
components which reflect both the degree of needs and the 
practicability of meeting them. 
4) To assess the practicability of filling the major voids or 
meeting the needs identified. 
Data was collected by interviewing 35 top marketing and systems 
executives in 25 geographically dispersed public manufacturing 
firms. It was found that marketing management's main information 
need is the identification, by product segment, of the 
incremental profit that will result from changes in volume and 
the marketing effort. "Until marketing management receives well 
designed incremental profitability reports .... many of the more 
significant decisions being made will largely be 'guesstimates' 
based on gross approximations. " 
It was also reported that the typical raw marketing data 
available in the area of sales forecasting and market analysis 
includes: sales analysed by territory and sometimes market share; 
market volumes and projections by territory; economic projections 
by territory; seasonal indices on sales and shipments; 
competitive sales and activity; selected inventory levels; 
overall spending and earning's levels versus budget. It was also 
noted that improved reporting systems are required in: short-term 
forecasting; long-term forecasting and profit planning; new 
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product evaluations; customer analysis and analysis of 
competition. 
This study involved a mailed questionnaire survey to a sample 
of companies selected from the Fortune 500 largest U. S. domestic 
firms. The survey was divided into two main sections i. e. 
questions relating to physical distribution activities and 
promotional activities. Of the 432 companies that were contacted 
by the researchers, 73 questionnaires were completed. 
With respect to promotional activities, it was found that no 
firm employed a formal method of lagging promotional expenditure, 
12% of firms applied accrual techniques to special promotions and 
88% expensed promotional expenditure as incurred. 73% of the 
firms indicated attempts to measure the effectiveness of 
marketing efforts. These measures were of a non-accounting 
nature, e. g. customer attitude to product, product image, 
advertising recall etc. 
A major theme, evident in this study, was concern over the 
extent of the gulf between theory and practice. The study called 
for a reorientation of the accounting department in order to 
recognize the growth in importance of the marketing function. 
Rayburn conducted a survey of "the Fortune 500 companies". 
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designed to establish the practices of recording and controlling 
marketing costs. Although only a low response rate of 13% (67 
companies) was achieved, the respondents represented a broad 
section, as they included 22 of the 28 industrial codes indicated 
for the Fortune 500. One finding, consistent with other studies, 
was that marketing managers perceived a need for the accounting 
profession to develop better tools and methods of managing 
marketing costs. 
With respect to the treatment of promotional expenses in the 
internal accounts, 45 companies expensed when incurred, two 
lagged and matched with benefit and 20 did both. 77.6X of 
respondents computed ROI or ROAC (return on assets committed) for 
each reportable segment. Similar to the findings of other 
empirical studies, several controllers expressed a concern that 
the ability to correlate sales performance with promotional and 
advertising efforts needs to be refined. 
With respect to the subject of the study i. e. marketing cost 
identification and analysis, the researcher concludes: 
"The control and analysis of many promotional 
and physical distribution costs can be 
approached using the same initial steps as for 
production costs, yet many firms have neglected 
to apply even the simplest cost tools to 
marketing activities under the guise that such 
costs were more difficult to analyze and 
control than production costs.... Rather than 
isolate the cost behaviour of each element, the 
majority of the controllers conveniently 
treated marketing costs as a discretionary 
fixed expense. " 
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This study, sponsored by the ICMA, focused on management 
accounting and promotional expenditure, as opposed to the 
physical distribution activities of the firm. This focus was 
adopted because the researchers felt that, in the past, 
accounting studies of the marketing function had been more 
concerned with physical distribution than promotional 
expenditure. The study was limited to the fast moving consumer 
goods (FMCG) industry, as it was felt that companies in this 
industry places the greatest reliance on promotional spending. 
The reliability of the results of this survey-based study is 
limited due to only 13 companies participating. With respect to 
the major difficulties encountered in accounting for marketing, 
nine respondents referred to the intangible outputs from 
advertising, sales promotion, and personal selling costs. Seven 
respondents also noted the problems associated with establishing 
cause and effect relationships. 
Minimal accounting involvement in predicting outcomes of 
promotional effort was reported, with companies either failing 
to indicate the nature of any accounting involvement or 
reporting that the activity is undertaken by., the marketing 
department. Other reported results of the study include: 
- With respect to evaluation and control, the accountant is 
primarily involved in an "after the event manner", using standard 
management accounting techniques to compare actual expenditure to 
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budgeted expenditure. 
- Four questions included in the survey were designed to 
establish whether any marketing expenditure is treated as a 
capital outlay rather than a current expense. Nine companies 
treated advertising as a current expense and seven recorded below 
the line (non-media related promotion) as a current expense. Only 
one company treated advertising as a capital expense. 
- The establishment of the budget for all promotional activity 
appears to be developed in a variety of ways and the researchers 
report no commonality in answers on the matter. 
- There is minimal input of information from the accounting 
department to the advertising budget decision, and the accountant 
plays a minimal role in appraising the effectiveness of 
promotional expenditure. 
- Of the 56 accounting techniques that the researchers 
identified as of possible use in support of management of the 
marketing function, 20 techniques were not referred to by any of 
the respondents. This result was interpreted as carrying major 
negative implications for the state of accounting for the 
marketing function in the British FMCG industry. 
The researchers concluded that while accountants were aware of 
problems associated with the marketing activity, there appeared 
to be a general lack of willingness to address such problems. 
There was minimal demonstration of the use of -innovative 
techniques to deal with these problems. While budgetary control 
is employed, it is not exercised beyond the allocational stage. 
Once the allocation has been made, the marketing department 
assumes control and responsibility for managing its disbursement. 
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The major recommendation arising from the survey is that 
accountants' attitudes should change in a manner consistent with 
greater involvement in the marketing function. It was also 
recommended that accountants recognize the intangible nature of 
the "order-getting" marketing outlays. "There should be greater 
recognition of the ways in which such marketing' outlays can be 
treated as long-lived assets both in accounting statements and 
for decision-making purposes. " 
In addition to the criticism concerned with the size of the 
survey, the generalizability of the results suffers from the 
considerable anomalies reported by the respondent companies. 
Rather than being indicative of widespread practices employed, 
the study's results leave one with the conclusion that 
inconsistency rather than commonality characterises accounting 
for the marketing function in the British FMCG industry. 
Ratnatunga, in a wide ranging study of the marketing/accounting 
interface in the Australian food marketing industry, found 
limited accounting involvement at the current operations level 
(that level involved with short-term profit and working capital 
management). Accounting involvement in non-current operations 
(e. g. research and development and capital budgeting) was found 
to be even less, except. when considered at the board level. 
Indicative of this phenomena is the finding that in 72% of 
organisations studied, the accountants had no involvement at all 
in setting marketing objectives. 
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Consistent with Hooley et al. (1984), Ratnatunga found that 
with respect to performance appraisal, overall profit was the key 
result. (This finding supports concerns of short-term profit 
maximisation at the expense of the development of marketing 
assets). The second, third and fourth key performance indicators 
were total sales volume, market share and ROI respectively. Brand 
awareness (the only example of a marketing asset referred to in 
the study as a performance indicator) was ranked sixth (last) of 
the performance indicators examined in the --study. 50% of the 
companies studied collected brand awareness data, however the 
problem of accurate measurement was seen to be a factor in its 
low ranking as a performance indicator. 
The study also reported that 49% of matketing managers were 
dissatisfied with their firm's accounting system as an aid in the 
control process of management. Unfortunately, the aspects of 
accounting control with which they were dissatisfied were not 
elaborated upon. Nevertheless, the study did show that there was 
a significantly higher level of satisfaction with accounting 
control in the "better performing companies". 
It has already been noted that empirical research into the 
marketing/accounting interface is insubstantial compared to 
accounting research concerned with the production function. 
Because of this, guidance for research design, that can be 
gleaned from a review of empirical studies addressing the 
marketing/accounting interface, is bound to be insubstantial. 
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Two observations that were common to several of the studies and 
carry relevance for this research are: 
(1) The AAA, Rayburn, Wilson and Bancroft, and Ratnatunga 
studies all highlight the limited employment of a form of 
capitalising marketing expenditure that recognizes benefits 
accruing beyond the period in which the expenditure (e. g. 
promotion) is incurred. All these studies criticise the minimal 
development and deployment of such an accounting treatment. 
(2) One is also struck by the consensus of opinion expressed 
in the concluding comments to these empirical studies condemning 
the minimal extent to which accounting has developed in a manner 
that recognizes the marketing aspect of business. 
4.7. Conclusion 
This chapter initially outlined the nature of the "accounting 
for goodwill issue". It then sought to offer a management 
accounting perspective on marketing assets. A typology was 
developed, based on a theoretical accounting perspective, 
categorising related constructs, hitherto referred to somewhat 
broadly, as marketing assets. The typology highlights: 1) the 
need to redefine marketing assets for accounting purposes; and 
2) the segregation problems associated with such assets. 
The next section was concerned with brand valuation, and the 
methods that may be employed to achieve such a valuation. 
Discussion then moved to consider the accounting treatment of 
expenditure that can be viewed as being of a "value creator" 
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nature, and the implications of conventional accounting treatment 
of this expenditure. The chapter concluded with a review of 
empirical studies concerned with the marketing/accounting 
interface. 
The theoretical discussion in the chapter noted that proponents 
of an alternative management accounting treatment with respect to 
brands appear to have a strong cause. It was suggested that in 
the absence of either a valuation, or a capitalisation of the 
value-creating expenditure, sub-optimal decision making will 
occur and an opportunity to build and support brands squandered. 
The end result may be that accounting treatment is biased against 
the important strategic notion of developing competitive 
advantage. Financial accounting principles are, however, 
ill-suited to accommodate intangible assets. Empirical studies 
show that despite recent developments in brand valuation, 
marketing assets receive minimal financial or management 
accounting recognition. It was suggested that management 
accounting's distinct orientation may warrant adapting rather 
than adopting such principles. 
The next chapter builds on this discussion of brand valuation. 
It is concerned with the design of a model addressing the 
organisational and behavioural implications of brand value 
accounting. In chapter 6 the design and administration of a 
questionnaire concerned with measuring attitudes to brand 
valuation is discussed. The empirical data concerned with brand 
valuation attitudes is analysed in chapter 7. 
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5.1 Introduction 
In this chapter working hypotheses and research questions are 
derived from the material discussed in the previous three 
chapters. The chapter represents an attempt to pose research 
questions on the subject of internal accounting for the brand 
management function and to identify their theoretical context. 
The first section (5.2), is devoted to organisational 
behavioural accounting research questions pertinent to the brand 
management function. These questions can be seen to arise from 
issues that have been considered in the organisational 
behavioural literature that was reviewed in chapter 3. 
The second section (5.3), reviews some of the roles of the 
budget, described in chapter 2, employing them to provide the 
structure of a model that is designed to show organisational and 
behavioural implications of incorporating brand valuation into 
the internal accounting system. These brand value implications 
are stated as propositions which will be subsequently employed to 
gain an insight into subjects' attitudes to brand valuation. The 
term "propositions" is used, as-the brand value implications are 
analysed, but not specifically tested in this study. Three 
hypotheses, concerned with factors affecting attitude to brand 
valuation are then developed. The results of analysing 
propositions and testing hypotheses are presented in chapter 7. 
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This chapter. can thus be seen to be performing a keystone role 
by bringing together the subject matters addressed in the three 
previous chapters. The roles of the budget (chapter 2) provide a 
structure for assessing the behavioural implications (chapter 3) 
of accounting for brands (chapter 4). 
The chapter also introduces the research methodology that will 
be used to generate and analyse data (section 5.4). It is noted 
that the primary data source is collected via two surveys. This 
data has been subjected to multivariate statistical analysis 
using techniques that are explained in chapters 7 and 8. As the 
primary research method employed in this study has a strong 
quantitative orientation, this section also includes a 
description of the merits of quantitative social science 
research. This description is made via a comparison with 
qualitative research methods. 
5.2 Hypotheses derived from the organisational behavioural 
accounting literature 
It was noted in chapter 3, that organisational and behavioural 
accounting research are differentiated by some commentators. In 
organisational research the unit of analysis is the organisation, 
while in behavioural research it is the individual. Consistent 
with Macintosh (1985), and the precedent set in chapter 3, 
organisational behavioural accounting research is used herein to 
refer to accounting research that embraces both orientations. 
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While the next section (5.3) can be seen to include a strong 
organisational behavioural element, the primary theme is a 
consideration of the internal implications arising from 
managerial accounting recognition of brand value. In this 
section, the primary emphasis involves grounding the brand 
management study in the context of findings arising from the 
mainstream of organisational behavioural accounting research. In 
order to help the reader follow the development of research 
questions that emanate from the slightly different orientations 
of this study, the hypotheses and research questions generated in 
this section are prefixed by the letters "B. M. " (brand 
management), while those developed in the next are prefixed by 
the letters "B. V. " (brand valuation). 
In this section, the discussion of hypotheses is grouped under 
variable headings e. g. the first five hypotheses all involve 
participation as a single independent variable. The remaining 
headings refer to the dependent variable involved in the 
hypotheses. These dependent variables are: job-related tension 
(B. M. hypotheses 6-8); performance (B. M. hypotheses 9-10); 
attitude to the budget and reliance on accounting performance 
measures (B. M. hypotheses 11-12); motivation (B. M. hypothesis 
13); and trust in superior (B. M. hypotheses 14-15). While the 
use of only dependent variable headings would have made 
classification easier, an extended discussion on participation, 
warranted its use as a separate heading. Using both independent 
and dependent variable headings carries the minor shortcoming 
that some of the hypotheses could be classified under more than 
one heading. 
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Due to the somewhat bewildering array of variables involved in 
different combinations in the hypotheses, table 5.1 is presented, 
in an attempt to give the reader an appropriate point of 
reference when considering the hypotheses. The 15 hypotheses are 
presented as columns and the variables are listed vertically. The 
variables involved in each hypothesis can be verified by 
inspecting the boxes evident in the matrix. 
Variable 
Participation 
Performance 
Motivation 
Attitude to 
budget 
Attitude to RAPM. 
Job-related tension 
Task uncertainty 
RAPM 
Marketing orientation 
Trust in superior 
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5.2.1 ParticiRation in budget-setting 
The first five hypotheses involve participation in 
budget-setting as the sole independent variable. There are three 
primary reasons for involving this variable in a study of 
accounting for the brand management function. 
1) Participation represents the variable that has probably been 
afforded the most attention in behavioural studies of budgeting. 
One of the earliest references to its importance was made by 
Hofstede (1968). He found that of the variables inspected in his 
study, participation had the strongest effect on all measures of 
motivation. Despite the considerable work since Hofstede's study, 
our limited appreciation of the implications of participation in 
budget-setting was noted in Chapter 3. The inclusion of budget 
participation in this study of accounting for brand management, 
represents an attempt to help alleviate this limited 
understanding and to extend previous work on participation to the 
context of brand management. 
2) Brownell (1982c) observes that the effectiveness of 
participation is affected by the environment confronted by the 
organisational function under consideration. Citing the work of 
Lawrence and Lorsch (1967) and Hayes (1977), Brownell notes that 
a function's environment appears to carry two contrasting 
implications for the budget. 
The first implication derives from Lawrence and Lorsch (1967). 
In a significant work residing in the broader domain of 
organisational behaviour, they report the findings of a study 
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concerned with environmental uncertainty and the appropriate 
locus of influence in the organisation. It was found that 
marketing, which can be seen to be involved in a broad 
environment that extends well beyond internal aspects of the 
firm, is characterised by a broader base of decision-making 
influence than those functions that are more insulated from the 
environment, e. g. production. They noted that a broader base of 
decision-making influence is consistent with participation of 
lower-level organisational members in the budget-setting process. 
Based on this observation, one can conclude that marketing 
appears to lend itself to high participation. 
This observation can be contrasted with Hayes (1977), who noted 
that budgets have greater importance as a basis of performance 
evaluation in those departments that have clear cause-effect 
relationships and are buffered from the external environment 
(e. g. production). Marketing, however, does not have clear 
cause-effect relationships and is relatively exposed to the 
environment. 
Comparing these two observations, Brownell comments: 
"It seems, therefore, that the stability of the 
external environment affects the uses of 
budgeting as a planning tool, vis-a-vis control 
tool, in opposite fashion. Budgets, as 
performance evaluation and control devices, 
appear better suited to organizations in stable 
environments than those in unstable environments, 
while the planning function of budgets assumes 
relatively greater importance in dealing with 
unstable environments". (p. 130) 
Brownell (1982c) extends this consideration of environmental 
implications on the budget by also noting the implications for 
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budgetary participation. Consistent with the theoretical 
development above, the nature of the effect of the function's 
environment on budgetary participation, is dependent upon whether 
a planning or a control perspective is taken on the participation 
process. This leaves one unable to comment on the directional 
nature of the environment-participation relationship. 
Despite this, Brownell's conclusion that the effectiveness of 
participation is partially dependent on the environmental demands 
facing the organisational sub-unit, serves to highlight the 
importance of a study investigating budget participation in a 
marketing context. The significance of this study is particularly 
evident as no study has been discovered that specifically 
addresses the implications of budget participation in the context 
of the brand management function. 
3) As noted below (B. V. proposition 3) an important benefit to 
be derived from brand valuation, stems from the involvement of 
the brand manager in the valuation process. It is therefore 
considered germane to this study to gain an appreciation of the 
extent to which brand managers currently participate in budget 
setting. 
In order that the results of this study can be considered in 
the context of previous findings, the impact of participation 
will be noted by employing criterion variables, similar to those 
that have been adopted in the past. The criterion variable that 
has attracted most interest from researchers, as well as being of 
critical significance to practitioners, is performance. The 
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importance and widespread analysis of this criterion variable, 
warrant its inclusion in hypothesis 1. 
B. M. HYPOTHESIS 1: THERE IS A SIGNIFICANT POSITIVE RELATIONSHIP 
BETWEEN BRAND MANAGER PARTICIPATION IN BUDGET-SETTING AND BRAND 
MANAGER PERFORMANCE. 
While there has been contradictory evidence reported on the 
nature of this relationship, most studies identifying a 
directional relationship, do, so in a manner that is consistent 
with hypothesis 1 (Merchant, 1981; Brownell, 1982a; Brownell and 
McInnes, 1986). Stedry (1960) and Bryan and Locke (1967) reported 
a negative relationship. None, however, has been conducted on 
marketing executives, let alone brand managers. 
B. M. HYPOTHESIS 2: BRAND MANAGER PARTICIPATION LEADS TO GREATER 
BRAND MANAGER MOTIVATION. 
The fact that equivocal results have also been obtained with 
respect to the participation-motivation relationship, was noted 
in chapter 3. The directional nature of B. M. hypothesis 2 is 
supported by the work of Vroom (1964), Hofstede (1968) and 
Searfoss and Monczka (1973). Milani (1975) reported only a weak 
relationship between these two variables and Brownell (1983). 
Brownell and McInnes (1986) and Mia (1989) observed no 
relationship. The rationale supporting the first two hypotheses 
is that participation will result in the subordinate: a) 
internalising the goal; and b) feeling a responsibility to 
achieve it (Mia, 1989). Greater performance and motivation can be 
seen to be consistent with these two outcomes of participation. 
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B. M. HYPOTHESIS 3: THERE IS A POSITIVE RELATIONSHIP BETWEEN 
BRAND MANAGER PARTICIPATION AND BRAND MANAGER ATTITUDE TOWARDS 
THE BUDGET. 
The directional nature of B. M. hypothesis 3 is supported by the 
studies reported by Searfoss and Monczka (1973) and Kenis (1979). 
Again, Milani (1975) found only a weak relationship between these 
two variables. 
B. M. HYPOTHESIS 4: BRANDMANAGER PARTICIPATION IS POSITIVELY 
RELATED TO ATTITUDE TO RELIANCE ON ACCOUNTING PERFORMANCE 
- 
MEASURES. 
B. M. hypothesis 4 can be seen to be closely associated with 
B. M. hypothesis 3. It is to be expected that a positive attitude 
to the budget is consistent with a positive attitude to reliance 
on accounting performance measures (RAPM). Apart from Hopwood 
(1972) and Otley (1978) researchers have shown little interest in 
the variable "attitude to RAPM". It was felt important to employ 
this variable due to the multi-role nature of the budget. In a 
marketing context it is expected that the budget has strong 
planning, authorisation and co-ordination roles and therefore a 
separate hypothesis specifically addressing the performance 
evaluation aspect of accounting was felt warranted. 
B. M. HYPOTHESIS 5: BRAND MANAGER PARTICIPATION LEADS TO A 
REDUCTION IN JOB-RELATED TENSION. 
It is hypothesised that greater participation in budget-setting 
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leads to reduced job-related tension. This is not only because 
participation in budget-setting leads to the satisfaction of 
setting what are seen to be "fair" goals that can be 
internalised, but also because it signifies greater involvement 
in planning. The planning phase is a fundamental aspect of brand 
management, and therefore participation can be expected to be 
positively associated with a feeling of closeness with, and 
ownership of, the brand. Such emotions are expected to be 
associated with reduced job-related tension. Support for a 
negative relationship between participation and job-related 
tension has been provided by Brownell and Hirst (1986). 
5.2.2 Job-related tension 
The next three hypotheses also involve job-related tension 
ORT) as the dependent variable. Tension, which is operationally 
defined in the next chapter, is widely accepted to be associated 
with dysfunctional behaviour (Hopwood, 1972; Hirst, 1983). 
Hirst's theoretical work (1981) and supporting empirical study 
(1983), can be seen to provide the impetus for the sixth B. M. 
hypothesis. Hirst suggested that in situations characterised by 
high task uncertainty, high reliance on accounting performance 
measures (RAPM) is inappropriate. (High task uncertainty refers 
to tasks where cause-effect knowledge is relatively incomplete). 
The rationale supporting Hirst's assertion is essentially that 
subordinates in situations of high task uncertainty will view 
accounting measures as incomplete measures of performance. He 
also suggested that, given high task uncertainty, while a high 
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RAPM is undesirable, so too is a low RAPM. This is because a 
reduction in the importance of formal accounting measures results 
in an increase in role ambiguity. 
Hirst's (1983) empirical study did not reveal the -hypothesised 
curvilinear relationship between RAPM and tension in either high 
or low task uncertainty. Nevertheless, it was found that, ".... in 
relation to other evaluative situations, higher levels of 
reported tension are associated with situations which involve 
both high (low) task uncertainty and a high (low) reliance on 
APM. " (p. 601). Hypothesis 6 represents a partial replication of 
Hirst's finding. The testing of this hypothesis in this study 
represents only a partial replication of Hirst's finding as 83% 
of Hirst's sample were not associated with the marketing 
function. In related studies, Brownell and Hirst (1986) and 
Imoisili (1989) found' no relationship between the same or 
similarly defined variables. 
The reasons given by Hirst for job-related tension being 
associated with situations of low task uncertainty and low RAPH 
were presented in chapter 3. Essentially they revolve around the 
belief that tension may arise- from inappropriate alternative 
performance measures used and an increase in role ambiguity due 
to a reduction in the clarity of formal work requirements. 
B. M. HYPOTHESIS 6: HIGHER LEVELS OF JOB-RELATED TENSION ARE 
ASSOCIATED`' WITH SITUATIONS WHICH INVOLVE HIGH (LOW) TASK 
UNCERTAINTY AND A HIGH'(LOW) RELIANCE ON ACCOUNTING PERFORMANCE 
MEASURES. 
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As this phase of. the study is concerned with managers drawn 
solely from the marketing function, it is believed that marketing 
orientation may play a mediating role in some of the 
relationships investigated., B. M. hypothesis 7 is based on the 
more specific premise that tension can be expected to arise from 
frustration when the brand manager feels that the company is not 
sufficiently marketing-orientated. A low marketing-orientation 
would signify the possibility that the brand manager is unable to 
fulfill his/her brand aspirations. 
B. M. HYPOTHESIS 7: MARKETING ORIENTATION IS NEGATIVELY RELATED 
TO JOB RELATED TENSION. 
In association with Hirst's work (1981 and 1983) on the 
interaction of task uncertainty and RAPM affecting JRT, it is 
believed that task uncertainty may also interact with 
participation in its affect on organisational factors. This view 
relates to the comments on the importance of the planning aspect 
of budget participation that were made in connection with B. M. 
hypothesis 5. Involvement in planning promotes greater 
understanding of the task. The need for greater understanding of 
brand management is expected to be even more evident where the 
task is characterised by high uncertainty. In effect, where high 
task uncertainty is prevalent, it is to be expected that its 
negative implications will be ameliorated by planning, which, in 
turn, promotes greater understanding of the task. A second reason 
for the importance of participation in high task uncertainty is 
the greater importance that the budgetee will associate with the 
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budget following participation. Placing a greater importance on 
the budgeted accounting numbers provides the budgetee with a much 
needed benchmark against which he/she can keep track of 
performance. Participation may thus provide a reduction in the 
high role ambiguity experienced by the incumbent to a position 
characterised by high task uncertainty. 
The directional nature of B. M. hypothesis 8 is consistent with 
the above discussion. Brownell. and Hirst (1986) in their study of 
managers in a wide variety of functions, found no significant 
interaction between participation and task uncertainty affecting 
JRT. 
B. M. HYPOTHESIS 8: HIGH PARTICIPATION IS MORE EFFECTIVE IN 
REDUCING JRT IN SITUATIONS OF HIGH TASK UNCERTAINTY THAN IN 
SITUATIONS OF LOW TASK UNCERTAINTY. 
5.2.3 Performance 
The ninth and tenth B. M. hypotheses are concerned with the 
dependent variable performance. The ninth hypothesis posits an 
interaction between participation and RAPM as predictor variables 
of performance. The importance of achieving an appropriate 
balance between participation and RAPM has been analysed by 
Cherrington and Cherrington (1973) and Brownell (1982b). 
Cherrington and Cherrington reasoned that a reward structure that 
placed an emphasis 'on budgetary achievement would be more 
appropriate for individuals who are largely responsible for the 
determination of budget targets. They performed an experimental 
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study and provided support for their hypothesis. Brownell (1982b) 
developed a similar hypothesis, citing the operant conditioning 
(Skinner, 1938) and balance (Heider, 1946) theoretical paradigms 
as a supporting rationale to the hypothesis. Brownell states: 
"A favorable orientation towards those 
evaluative styles which place a high emphasis 
on budget results in the control phase will 
occur only under conditions of high 
participation. Similarly, a favorable 
orientation toward a low budget-emphasis style 
will occur only under conditions of low 
budgetary participation. An unfavorable 
orientation thus results either from high 
budget-emphasis/low participation or low 
budget-emphasis/high participation. " (p. 14) 
The testing of this hypothesis carries significant implications 
for the literature, as highly contradictory evidence has been 
reported. Brownell (1982b) found a significant positive 
interaction between RAPM and participation as predictors of 
performance, Brownell and Hirst (1986) found no interaction and 
Dunk (1989) reported a significant negative reaction. 
B. M. HYPOTHESIS 9: HIGHER LEVELS OF PERFORMANCE ARE ASSOCIATED 
WITH SITUATIONS THAT INVOLVE HIGH (LOW) RELIANCE ON ACCOUNTING 
PERFORMANCE MEASURES AND HIGH (LOW) PARTICIPATION. 
Imoisili (1989), using the same interactive term employed by 
Hirst (1983) hypothesised that higher performance will be 
associated with high (low) RAPM in situations of low (high) task 
uncertainty. Referring to tasks characterised by high 
uncertainty, he comments: 
"Using budget data in a rigid manner in such 
situations may be dysfunctional for performance 
since a rigid use of budget data assumes that 
most of the factors which have an effect on 
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task outcomes are within the control of the 
managers being evaluated. On the other hand, a 
rigid use of budget data may be more acceptable 
to managers if they perceive themselves able to 
exercise control over their performance 
outcomes. This would be the case in tasks 
characterized by low uncertainty or 
interdependency. In other words, it is not 
budget style per se which may lead to higher 
stress or lower performance. Rather it is the 
mismatch of budget style and task contexts 
which may enhance stress or reduce managerial 
performance. " (p. 327) 
Imoisili's empirical testing found no support for these 
hypotheses. Brownell and Hirst (1986) also provided no support 
for the hypothesised relationship between these variables. The 
testing of hypothesis 10 represents a replication of these two 
studies, using subjects from a different functional area. 
B. M. HYPOTHESIS 10: WHEN TASK UNCERTAINTY IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO LOWER (HIGHER) 
PERFORMANCE. 
5.2.4 Attitude to the budget and RAPM 
The next two hypotheses are concerned with the interaction of 
RAPM and task uncertainty as a predictor variable of attitude to 
the budget and also attitude to RAPM. In Imoisili's (1989) work, 
cited above, in addition to testing whether task uncertainty and 
RAPM interact as predictor variables of performance, he also 
reviewed whether they act as a predictor variable for attitude to 
the budget. Again, the empirical data collected by Imoisisli did 
not provide any supporting evidence for this hypothesis. The fact 
that his data was collected on cost centre managers suggests that 
the nature of responsibility for the subjects in his study is 
4 
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different to the subjects in this study. For this reason this 
study' represents a useful opportunity to extend the work 
conducted by Imoisili. 
B. M. HYPOTHESIS 11: WHEN TASK UNCERTAINTY IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO A LESS (MORE) 
FAVOURABLE ATTITUDE TO THE BUDGET. 
As was noted in connection with the rationale for B. M. 
hypothesis 4, in a marketing context, it is to be expected that 
authorisation and co-ordination represent strong budgetary roles. 
For this reason a separate hypothesis, concerned specifically 
with attitude to RAPM as opposed to the budget in general, has 
been included. B. M. hypothesis '12 is directionally consistent 
with B. M. hypothesis 11. 
B. M. HYPOTHESIS 12: WHEN TASK UNCERTAINTY IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO A LESS (MORE) 
FAVOURABLE ATTITUDE TO RELIANCE ON ACCOUNTING PERFORMANCE 
MEASURES. 
5.2.5 Motivation 
The issue of the right balance between task uncertainty and 
RAPM is again addressed in B. M. hypothesis 13. On this occasion 
the dependent variable is motivation. The directional nature of 
the hypothesis has been posited in a manner consistent with the 
previous hypotheses involving the interactive term. 
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B. M. HYPOTHESIS 13: WHEN TASK UNCERTAINTY IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO LOWER (HIGHER) 
MOTIVATION. 
5.2.6 Trust in superior 
The final two B. M. hypotheses involve the dependent variable 
"trust in superior". This variable, operationally defined in the 
next chapter, is closely associated with superior/subordinate 
relations. B. M. hypothesis 14 is concerned with the interaction 
of RAPM and participation as a predictor variable of trust in 
superior. This hypothesis is directionally consistent with the 
rationale supportive of B. M. hypothesis 9. 
B. M. HYPOTHESIS 14: WHEN PARTICIPATION IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO HIGHER (LOWER) 
TRUST IN SUPERIOR. 
B. M. hypothesis 15 is concerned with the interaction term RAPM 
and task uncertainty which has been central to several of the 
above hypotheses (B. M. hypothesis 6,10,11,12, and 13). 
Consistent with these earlier hypotheses it is believed that an 
inappropriate balance between these two variables, will manifest 
itself in a reduction in trust in superior. 
B. M. HYPOTHESIS 15: WHEN TASK UNCERTAINTY IS HIGH (LOW), HIGH 
RELIANCE ON ACCOUNTING PERFORMANCE WILL LEAD TO LOWER (HIGHER) 
TRUST IN SUPERIOR. 
4 
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5.3 Brand valuation propositions and hypotheses 
This section will first outline research propositions 
pertaining to brand valuation (subsection 5.3.1), it will then 
describe brand valuation hypotheses posited (subsection 5.3.2). 
5.3.1 Brand valuation D opositions -- 
5.3.1.1 Introduction 
As noted in the introduction to this chapter, the various roles 
of the budget that were identified in chapter 2 will be used to 
provide the basis of a model concerned with the implications of 
periodic brand valuation. A diagrammatic representation of this 
model is presented as figure 5.1. Included in the model are the 
effects, discussed below, that the organisational and behavioural 
outcomes of brand valuation may have on brand performance. This 
study is not concerned with testing the model. It will analyse 
most of the propositions that are evident in the model and use 
these propositions as measures of attitude to brand valuation. 
The numbers in the boxes in the diagram refer to the relevant 
proposition number. 
Due to the many methods of brand valuation that were discussed 
in chapter 4. it is important. for the purposes of further 
inquiry, that the term be more closely defined. The method that 
has been most widely applied by those companies including a value 
for brands in their audited statements, was developed by 
Interbrand. This was referred to in the previous chapter as the 
"brand strength valuation". The popularity of this method 
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justifies its use in this study, as it has been translated into 
practice, and it is the method with which companies are most 
familiar. This method involves an assessment, conducted by an 
independent party, of the brand's strength. This assessment of 
strength provides the basis of a multiplier applied to average 
brand earnings to yield a brand value (RHM, 1989). 
Brand value does not lend itself to use in a budgetary control 
context in the same way that the monitoring of the majority of 
revenues and expenses does. This is because the latter two 
accounts may be measured with a high degree of objectivity, and 
updated information pertaining to them can be expected to be 
readily accessible on a timely basis. Information on brand 
valuation, however, cannot be as readily or objectively accessed. 
For this reason, one should note that if brand value were to be 
included in the budget, it is unlikely to be employed as a 
control tool in the same way as revenue and expenditure are. 
While the monitoring of actual versus budgeted performance, with 
respect to revenue and expenditure can be expected to be achieved 
on a monthly cycle, brand valuation monitoring is likely to be a 
looser mechanism, employed on an annual basis. 
Brownell (1982c) suggests that with respect to the marketing 
function, the primary role of the budget is planning and not 
performance evaluation. Given the annual time frame in which most 
corporate planning is prepared, this predominant role of the 
budget in the marketing function supports the feasibility of 
including an annually updated brand valuation. 
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The brand valuation (B. V. ) propositions developed below have 
been grouped under appropriate headings. The majority of these 
-headings stem from roles generally attributed to the budget 
(chapter 2). 
5.3.1.2 Forecasting and planning 
It was noted that the budget formalises and facilitates the 
planning and forecasting functions of the organisation. In a 
similar way, brand value budgeting would appear to oblige the 
organisation to consider future brand values and plan 
accordingly. Budgeting for brand values can thus be seen to 
represent the operationalisation of the brand management aspect 
of strategic planning. 
B. V. PROPOSITION 1: THE NEED TO DEVELOP A BUDGETED FIGURE FOR 
BRAND VALUE WILL IMPOSE A DISCIPLINE THAT RESULTS IN MORE 
COMPLETE AND THOROUGH PLANNING BY BRAND MANAGERS. 
'5.3.1.3 Communication and co-ordination 
If brand valuation is performed by employing a technique 
similar to that adopted by Interbrand, one can expect that 
discussions between the various individuals concerned with brand 
management, together with the budgetary officer, will be prompted 
by the need to provide the information necessary to perform the 
valuation. Such participative discussions can be expected to 
result in brand managers gaining a greater appreciation of the 
budgeting process, which in turn may give rise to an increased 
internalisation of budgeted goals. As well as promoting greater 
-156- 
communication between the brand management and accounting 
functions, brand value budgeting can also be expected to secure 
greater co-ordination of brand management activities. 
B. V. PROPOSITION 2: BRAND VALUATION WILL RESULT IN GREATER 
BRAND MANAGER PARTICIPATION IN BUDGET-SETTING. 
B. V. proposition 2 is based on the belief that inclusion of the 
brand manager in deliberations designed to identify a budgeted 
brand value figure, ensures his participation in budget 
preparation. Greater participation carries such concomitant 
benefits is increased internalisation of the budget (acceptance 
of the budget as a personal goal) by the brand manager. 
B. V. PROPOSITION 3: IDENTIFICATION OF A CLEARLY DEFINED GOAL 
(BRAND VALUE MAXIMISATION), WILL RESULT IN IMPROVED CO-ORDINATION 
OF BRAND MANAGEMENT ACTIVITIES. 
5.3.1.4 Motivation 
Reviews of psychology studies (Locke et al, 1981) concur that 
the use of specific hard goals result in better performance than 
"do your best" or no goals. These psychological findings were 
afforded support by a study conducted in a commercial setting by 
Meyer, Kay and French (1965), who found that specific goals 
resulted in improved performance in 65% of the cases studied, 
compared to improvement for only 27% of those left with no 
specific goals. Ronen and Livingstone (1975) suggest that 
motivation can be enhanced through task clarification. The 
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identification of brand value may represent an example of task 
clarification for the brand management function. Based on these 
findings one can propose the following hypothesis: 
B. V. PROPOSITION 4: HOLDING BRAND MANAGEMENT ACCOUNTABLE FOR 
BRAND VALUE WILL MOTIVATE BRAND MANAGERS TOWARDS HIGHER 
PERFORMANCE. 
5.3.1.5 Performance evaluation 
Also associated with the value of a quantifiable goal, is the 
clarity that it affords to the task in question. Hirst (1981) 
hypothesised that the use of accounting measures to evaluate the 
performance of organisational members whose tasks are 
characterised by high uncertainty, would result in affording the 
tasks greater clarity. It was noted in chapter 3 that high task 
uncertainty can be viewed as the situation where cause-effect 
knowledge of the task is low (Thompson, 1967). Hirst specifically 
refers to the marketing department as representing an example of 
a function that is characterised by high task uncertainty. 
Consistent with Hirst's (1981) work, one can hypothesise that the 
use of brand value (an example of an accounting measure), in a 
budgetary control context, will result in greater goal clarity 
afforded to the brand management function (an example of an 
organisational activity characterised by high task uncertainty). 
Hirst's assertion that goal clarity is a function of performance 
measures is provided empirical support by Kenis (1979). 
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Hirst also recognized that emphasis on accounting measures, 
while achieving greater goal clarity would also result in 
increased job-tension due to the perceived incompleteness of the 
performance measures (Porter et al, 1975, describe an incomplete 
performance measure as reflecting only some of the activities 
and/or outcomes associated with task performance). In a study 
designed to analyse the nature of the relationship between task 
uncertainty, reliance on accounting performance measures and 
tension, Hirst (1983) found that in situations of high task 
uncertainty, increased tension was positively associated with 
high reliance on accounting performance measures. As an 
interpretation of this finding, he suggested that as reliance on 
accounting performance measures declines, subordinates find that 
the stress associated with an increase in role ambiguity is more 
than offset by the reduction in stress arising from the reduced 
significance afforded to the incomplete performance measure. 
One can conclude from this study that even if the use of brand 
valuation in performance evaluation results in greater goal 
clarity, it may also result in greater goal conflict (subordinate 
dissatisfaction with the performance measure used by the 
superior) due to the use of an incomplete measure of performance. 
As these two carry conflicting effects, it would appear 
appropriate to analyse the impact of brand valuation, used as a 
basis of performance evaluation, from two perspectives. This can 
be achieved through analysing the following two propositions: 
B. V. PROPOSITION 5: ANNUAL BRAND VALUE ASSESSMENT WILL 
REDUCE AMBIGUITY IN THE OBJECTIVE OF BRAND MANAGEMENT. 
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B. V. PROPOSITION 6: BRAND MANAGERS PERCEIVE BRAND VALUE AS 
REPRESENTING AN UNDESIRABLE PERFORMANCE MEASURE. 
5.3.1.6 Political role 
With respect to accounting, Hopwood (1984) comments, "By making 
visible what was previously unknown, it can open up different 
areas of the organization for examination and debate". The 
inclusion of brand value in the internally generated accounts of 
the organisation represents an excellent example of "making 
visible what was previously unknown. " A study appraising the 
organisational and behavioural implications of accounting 
recognition of brand value, appears to be a highly appropriate 
vehicle for assessing the strength of the effect referred to by 
Hopwood. 
An assessment of brand value necessitates a fundamental review 
of brand performance. Integral to such a review is a discussion 
of current performance. Such a review can be expected to 
stimulate analysis, amongst interested parties, of appropriate 
marketing strategy for increasing brand value. Brand valuation 
can thus be seen as a vehicle that will stimulate debate on 
matters pertaining to the brand's present and future value. By 
focusing on value, this debate may assume an alternative 
perspective to discussion arising from monitoring procedures that 
involve more conventional accounting-based measures of brand 
performance. 
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B. V. PROPOSITION 7: BRAND VALUATION WILL RESULT IN AN INCREASED 
EXAMINATION AND DEBATE OF BRAND PERFORMANCE. 
5.3.1.7 Budget as creator of organisational reality 
Ridgway (1956) found that if certain types of information are 
required to be reported by organisational members, this 
requirement caused the members to view the information as 
important. This finding is supported by several commentators, 
Lerner and Rappaport (1968), Ijiri (1975), Prakash and Rappaport 
(1977), Burchell et al (1980) and Dirsmith and Lewis (1982). 
One implication of this finding will be referred to below in 
connection with the authorisation of expenditure on brand value 
creation. Those organisational members closely involved in the 
brand management function can also be expected to react to formal 
accounting recognition of brand value with the belief that brand 
value is an important aspect of the business, and that brand 
management effort should be explicitly directed towards its 
development and support. 
B. V. PROPOSITION 8: ANNUAL BRAND VALUE ASSESSMENT WILL RESULT 
IN BRAND MANAGERS ASSOCIATING INCREASED IMPORTANCE WITH BRAND 
VALUE MAXIMISATION. 
Associated with this increased importance of brand value 
maximisation, is the impact that it will carry for the long-term 
performance of the brand. If brand managers place increased 
importance on brand value, they will, in effect, be placing 
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greater emphasis on the long-term future earnings of the brand. 
This is because brand value assessment is concerned with brand 
strength, which, in turn, is indicative of the brand's ability to 
withstand commercial threats such as economic downturns, fashion 
changes, new competitors, etc. This emphasis on long-term 
strength, can be seen as a counter to potential short-termist 
tendencies. This discussion is returned to below in connection 
with B. V. hypothesis 1. 
B. V. PROPOSITION 9: THE ADOPTION OF ANNUAL BRAND VALUATION AS A 
PERFORMANCE INDICATOR WILL RESULT IN IMPROVED LONG-TERM BRAND 
PERFORMANCE. 
Also associated with the view that reporting numbers causes the 
underlying organisational activity to be viewed as important, is 
the implication that brand valuation carries not just for brand 
management, but also for the company's policy makers. B. V., 
proposition 10 recognizes the potential implication of brand 
valuation on the company's policy makers. 
B. V. PROPOSITION 10: THE INCLUSION OF BRAND VALUE ON THE 
BALANCE SHEET WILL ACT AS A POWERFUL REMINDER TO COMPANY POLICY 
MAKERS THAT BRANDS ARE AN IMPORTANT ASSET. 
- 5.3.1.8 Strategic control 
Many of the above hypotheses are concerned with operational 
. control of the brand manager. These control 
implications that 
arise from brand valuation can be extended to the strategic level 
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of control. The issue of enhanced strategic control arising from 
brand valuation is addressed in B. V. proposition 11. 
B. V. PROPOSITION 11: ANNUAL BRAND VALUATION WILL RESULT' IN 
ENHANCED STRATEGIC BRAND PLANNING AND CONTROL. 
5.3.1.9 Authorisation 
An aspect of brand valuation that impinges on the authorisation 
role of budgets is derived from its impact on the perceived 
importance of brands. As was inferred above in connection with 
the creation of an organisational reality, those organisational 
members involved in the authorisation of budgeted expenditure 
levels can be expected to react to accounting recognition of 
brand value by perceiving brand value as more important than had 
been the case before such recognition. This changed perception is 
consistent with increasing that portion of expenditure concerned 
with increasing brand strength. 
B. V. PROPOSITION 12: BRAND VALUE RECOGNITION IN THE COMPANY'S 
BALANCE SHEET WILL RESULT, OVER THE LONG-TERM, IN INCREASED 
EXPENDITURE ON BRAND SUPPORT AND DEVELOPMENT. 
5.3.2 Brand valuation hypotheses 
The twelve propositions outlined above provide the basis for 
testing three hypotheses related to brand valuation. The 
propositions represent a broad set of internal outcomes that may 
be expected to arise from brand valuation. They may thus be used 
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as a basis for measuring the attitudes of management towards 
potential internal benefits arising from brand valuation. 
The first hypothesis concerns the long-termism. implicit in the 
brand value measure. As was noted above in connection with B. V. 
proposition 9, brand valuation is not simply concerned with this 
year's brand profit. It is also concerned with the brand's 
ability to earn future levels of profit. A parallel may be drawn 
here between brand valuation and the P/E (price/earnings) 
multiple implicit in share valuation. The lower the risk 
associated with a company, the greater its ability to continue to 
earn existing or increasing levels of earnings. Such low risk 
manifests itself in the form of a higher P/E multiple. In terms 
of brand valuation, brand risk can be seen to be related to the 
concept of brand strength. Just as the risk element of a share 
valuation invokes the long-term, so the strength element of brand 
valuation introduces a long term perspective that is not apparent 
in conventional accounting systems that monitor brand performance 
via earnings. 
One can take this analogy further by questioning, why, if 
company analysts are concerned with risk and its implication on 
value, are more companies not internally monitoring-asset value, 
with due regard to risk ( or strength of the asset to maintain 
present earnings). Such an asset valuation is similar to the 
procedure involved in the brand strength valuation. 
The above discussion provides the rationale for B. V. hypothesis 
1. This hypothesis has also been supported by interviews 
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conducted, during the formative stages of this research project, 
with parties interested in brand valuation. These interviews are 
discussed in the next chapter in'conjunction with a description 
of the practical phases of the research. Several interviewees 
felt that brand valuation may represent a strong counter to 
short-termist tendencies. 
B. V. HYPOTHESIS 1: MANAGEMENT IN COMPANIES CHARACTERISED BY 
HIGH SHORT-TERMISM WILL BE MORE FAVOURABLY DISPOSED TO BRAND 
VALUATION. 
The second B. V. hypothesis is concerned with the view that 
benefits arising from brand valuation will be greater in 
- companies that do not have a strong marketing orientation. This 
view was again evident in discussions held during the exploratory 
interview stage of the project. This hypothesis may be supported 
by the following rationale: 
1) In strongly marketing-orientated companies; - management, by 
definition, is already concerned about the long term interests of 
the brand. 
2) In strongly marketing-orientated- companies, the brand 
information system is extensively developed. A well developed 
marketing information system involves a degree of periodic brand 
evaluation. Although such evaluations are not necessarily used to 
calculate a brand value, many of the potential benefits discussed 
above are related to the evaluation stage of the brand valuation. 
If extensive evaluation is already being conducted, the potential 
for many of the brand valuation benefits will, in effect, be 
negated. 
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3) Strategic decision-makers in marketing-orientated companies 
can be expected to appreciate the value of the company's brands 
to a greater extent than in companies with a low marketing 
orientation. Such appreciation can be expected to be associated 
with a recognition of the importance of supporting company 
brands. There is thus a limited extent to which brand valuation 
can strengthen the importance associated with brands in 
marketing-orientated companies. 
B. V. HYPOTHESIS 2: MANAGEMENT IN COMPANIES WITH A LOW 
MARKETING-ORIENTATION ARE MORE FAVOURABLY DISPOSED TO BRAND 
VALUATION. 
The final hypothesis is concerned with the relative attitudes 
of accounting-orientated managers and marketing-orientated 
managers to brand valuation. Brand valuation is a contentious 
issue amongst accountants. It has resulted in a debate that has 
been translated into a degree of conflict as some companies have 
included a value for brands in their published statements, in 
spite of the contradictory advice of the Accounting Standards 
Committee. As a contentious issue, and one of interest to both 
brand managers and accountants, it represents an opportunity to 
explore further the "fracture" referred to in chapter 4, as 
characterising the accounting/marketing interface. It was 
suggested that the marketing, outward-looking, growth-seeking, 
opportunistic stance lies in cultural conflict with the 
management accounting, inward-looking, cost-minimisation 
orientation (Wilson, 1988). 
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If it is found that there is a significant difference between 
the attitude of accountants and brand managers towards brand 
valuation, support will have been provided to those theorists 
who suggest there is a conflict between the two functions 
(Berry, 1977; Wilson, 1979; 1981; Simmonds, 1986; Wilson and 
Bancroft, 1983; Moss, 1986; Srikanthan et al., 1989). 
It is believed that the inconsistency between brand accounting 
and the historical accounting model, will cause accountants to be 
more opposed to brand valuation than marketing management. It is 
also expected that marketing management will view brand valuation 
as an opportunity for the profile of the brand, as an important 
company asset, to be provided with explicit recognition. Based on 
these two comments, it is hypothesised that marketing managers 
are more favourably disposed-to brand valuation. 
B. V. HYPOTHESIS 3: MARKETING-ORIENTATED MANAGEMENT IS MORE 
FAVOURABLY DISPOSED TO BRAND VALUATION THAN ACCOUNTING-ORIENTATED 
MANAGEMENT. 
5.4 Research methodology 
In this section the primary research methodology employed to 
test the hypotheses developed above is described. This is 
followed by a brief discussion of the relative merits of 
quantitative and qualitative research methodologies. 
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5.4.1 Research methodology employed 
So far. this chapter has been concerned with positing hypotheses 
in connection with brand valuation and the literature on 
organisational and behavioural accounting. Attention will now be 
focused on describing the manner in which these hypotheses will 
be tested. The primary means for testing the hypotheses is a 
statistical analysis of data collected via two survey 
questionnaires. Secondary analysis is also provided via a case 
, 
study that has been conducted. As the case study is elaborated 
upon in chapter 9, discussion of research issues pertaining to 
the case method will be deferred to that chapter. 
The unit of analysis in the B. M. hypotheses is the brand 
manager. In order to be consistent with the majority of 
organisational and behavioural accounting research discussed in 
chapter 3, it is appropriate to base the data collection on a 
Survey administered to practising managers. 
' It is believed to be ideal, in a study such as this, to limit 
the respondents to one company. This approach was employed by 
several researchers (e. g. Hopwood 1973; Otley, 1978; Brownell, 
1982b). The advantage of such an approach is that it provides 
greater control over the variables of interest by limiting 
: externalities associated with inter-company differences. Such 
externalities may impinge upon the variable relationships of 
interest, 
e. g. company culture, one of the infinite number of 
Potentially significant constructs that has not not been measured 
ifl this study, may interact with participation affecting job- 
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related tension. 
By limiting managers surveyed to one company, the researcher 
has thus removed threats to internal validity (defined later) 
stemming from cross-company differences. A weakness of this 
approach, however, relates to the confidence with which one can 
generalise results based on-one company to other companies. This 
threat to external validity has to be acknowledged. It can only 
be ameliorated by attempting to ensure that the company in which 
the data has been collected is reasonably similar to the 
population of companies, to which the researcher wishes to 
generalise his findings. 
In conducting this study, no single strongly-branded company 
could be found that was willing to involve a sufficiently large 
number of brand managers. Very few of the large companies 
contacted had in excess of 30 brand managers. For this reason, a 
compromise had to be struck between a desire to survey a large 
enough sample to allow parametric statistical analysis and a 
desire to minimise the potential for cross-company related 
confounding variables. This compromise resulted in brand managers 
being surveyed in 9 companies. There are several examples in the 
organisational and behavioural literature of the involvement of a 
small number of companies in a similar manner (e. g. Kenis, 1979; 
Govindarajan, 1984; Dunk, 1989). 
As noted by several commentators on organisational research 
this problem of access to subects is an issue that can preoccupy 
the researcher a great deal (Brown, De Monthoux and McCullough, 
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1976; Whyte, 1984; Bryman, 1989). Bryman (1989, p. 2) comments: 
"Many organizations are resistant to being 
studied, possibly because they are suspicious 
about the aims of the researcher. Further, 
those persons who act as 'gatekeepers' between 
the researcher and the organization (usually 
fairly senior managers) are likely to be 
concerned about the amount of their own and 
other's time that is likely to be consumed by 
the investigation". 
In order to investigate the propositions and test the 
hypotheses in connection with the brand valuation phase of this 
study, it was felt that as the issue has proven to be fairly 
contentious amongst financial accounting commentators, a 
methodology should be employed that will result in data gathered 
from a large population. While size of the population affords the 
results with greater credibility, it is also important that the 
sample surveyed is informed and interested in brand valuation. It 
is believed that the population that is most informed and 
interested in brand valuation consists of marketing and finance 
directors in branded companies. Compared to other potential 
populations, these individuals are believed to be more likely to 
be concerned with the decision to initiate brand valuation in 
their companies. Basing the survey on these individuals also 
carries the practical advantage that they may be relatively 
easily identified from various company directories. 
5.4.2 Comparison of quantitative and qualitative research methods 
The next chapter is concerned with the design of questionnaires 
with closed Likert-type scale answers. These answers are 
subsequently subjected to multivariate statistical analysis. As 
this represents the primary methodology employed for hypothesis 
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testing, this study can be seen to exhibit a strongly 
quantitative-orientated methodology. The strengths and weaknesses 
of such an approach can perhaps be best illustrated via a 
comparison of quantitative and qualitative research orientations. 
From figure 1.1 in chapter 1, it was evident that quantitative 
organisational research methodology is widely associated with 
survey designs. The qualitative methodology is exemplified by 
observation and unstructured interviewing in field and case study 
research. One should thus note that this study is not exclusively 
adopting quantitative research techniques, as a series of 
exploratory interviews, which are discussed in the next chapter, 
in addition to the case study which is described in chapter 9, 
have also been conducted. 
The terms quantitative and qualitative may be a little narrow, 
and alternative terms have been applied to distinguish between 
the two main orientations of social science research, e. g. Guba 
and Lincoln (1982) contrast between "rationalistic" 
(quantitative) and "naturalistic" (qualitative) paradigms, and 
Evered and Lewis (1981) contrast between "inquiry from the 
outside" and "inquiry from the inside". These examples of 
alternative terminology highlight differences between the 
quantitative and the qualitative approaches. 
With respect to quantitative research, the researcher collects 
data from many respondents, however the data can be criticised as 
being somewhat superficial compared to the data collected in 
qualitative research. Qualitative research suffers, however, from 
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the limited generalisability of findings compared to quantitative 
research, as the former is typically based on fewer respondents 
and/or one organisation. This problem of the number of subjects 
arises because the qualitative approach is much more time 
intensive and, thus costly, compared to quantitative research. 
Qualitative research also suffers from the subjectivity evident 
in data collection. The close involvement of the researcher with 
the subjects precludes the degree of objectivity achieved in 
quantitative research., The somewhat idiosyncratic manner in which 
qualititative research data is collected (e. g. the rapport 
between researcher and subject affects data collection) can not 
easily be reconciled with the scientific method which is 
concerned with reliability. This shortcoming of qualitative 
research, compromises one's ability to replicate qualitatively 
based research. 
Bryman (1988, p. 2) notes that until recently, writers on 
research methodology in the social sciences have tended to view 
qualitative research somewhat deprecatingly. As an example of 
this he cites Blalock (1970, p. 45-46): 
"In general, techniques of participant 
observation are extremely useful in providing 
initial insights and hunches that can lead to 
more careful formulations of the problem and 
explicit hypotheses. But they are open to the 
charge that findings may be idiosyncratic and 
difficult to replicate. Therefore many social 
scientists prefer to think of participant 
observation as being useful at a certain stage 
in the research process rather than being an 
approach that yields a finished piece of 
research. " 
Since the 1970's, however, there has been an increasing concern 
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that the natural science model is an inappropriate research 
vehicle for studies in the social sciences. 
"A qualitative research strategy, in which 
participant observation and unstructured 
interviewing were seen as the central data 
gathering planks, was proposed since its 
practitioners would be able to get closer to 
the people they were investigating and be less 
inclined to impose inappropriate conceptual 
frameworks on them. " ( Bryman, 1988, p. 3) 
In this study, qualitative research techniques have been used 
to support the quantitative analysis. In the early stages of the 
research project, a series of interviews were conducted with 
parties involved with brand valuation, brand management or both. 
The primary motive underlying these interviews was a desire to 
gain a greater appreciation and understanding of brand valuation 
and the organisational controls exerted over brand management. 
The final data collection phase of the research involved a case 
study. The case analysis is regarded as an important complement 
to the surveys. This is particularly evident in this study, due 
to the paucity of earlier empirical work available in the area of 
brand management accounting. The poorly developed literature 
renders the researcher somewhat ill-informed about the practice 
of brand management accounting. The case study paves the way for 
a more enlightened discussion of the research findings. 
The relative merits of these two research orientations will be 
touched on again in chapter 9 when the case study is introduced. 
At this stage, however, the final word on the subject will be 
left to Bryman, (1988, p. vii), who appears to be slightly cynical 
of the debate between proponents of quantitative and qualitative 
research: 
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"The discussions about the nature and relative 
virtues of quantitative and qualitative 
research reveal a mixture of philosophical 
issues and considerations of the virtues and 
vices of the methods of data collection with 
which each of these two research traditions is 
associated..... The debate has tended to 
provide somewhat exaggerated portraits of the 
two traditions..... " (p. vii) 
5.5 Conclusion 
This chapter has been concerned with the development of 
research propositions and hypotheses and a description of the 
research methodology employed to analyse and test them. In 
section 5.2 hypotheses were developed that represent an attempt 
to review organisational behavioural accounting research findings 
and to extend such work to A brand management setting. 
Section 5.3 used the roles of the budget, outlined in chapter 
2, as the basis of a model concerned with the internal 
implications of conducting periodic brand valuations. Following 
the discussion of these propositions, three hypotheses relating 
to brand valuation attitude were developed. 
Finally, a section was devoted to introducing the research 
methodology that will be used to test the hypotheses. The 
quantitative orientation, apparent in the primary method to be 
employed, prompted a discussion of the relative merits of 
quantitative and qualitative research methodologies. 
The next chapter will describe the design of the two 
questionnaires and the administration of the surveys. 
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EXPLORATORY INTERVIEWS. QUESTIONNAIRE 
DESIGN AND SURVEY ADMINISTRATION 
6.1 introduction 
Four distinct stages can be discerned in the practical phase 
of this study: 
a) exploratory interviews; 
b) questionnaire design and administration; 
c) data analysis; and 
d) case study. 
This chapter addresses the first two stages identified above. 
Discussion on the design of the statistical analysis applied to 
the data collected in the questionnaires is deferred until 
Chapter 7 and 8, while Chapter 9 will address the case study. 
This chapter first describes the purpose, design and results 
of the exploratory interviews. This is followed by a description 
of the design of the questions included in the brand management 
(B. M. ) questionnaire. A similar approach is then adopted as the 
origin of each of the questions included in the brand valuation 
(B. V. ) questionnaire is systematically discussed. Finally the 
sampling process, piloting of the questionnaire and 
questionnaire administration is first described for the B. V. 
survey and then for the B. M. survey. 
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6.2 Exploratory interviews 
It has been already stated that it was felt important to 
conduct exploratory interviews in order to provide a "greater 
appreciation of the context of the research. Such an approach is 
particularly warranted in this study as no previous work on the 
internal implications of brand valuation has been discovered. In 
connection with qualitative research methods, Borg and Gall 
(1983) comment: 
"Their strength is that they use the 
researcher's subjective framework as a tool for 
exploring phenomena. We emphasize the word 
exploring because we think the insights 
obtained by these methods should then be 
confirmed by the methods of positivistic 
inquiry. " (p. 34, emphasis in original) 
Borg and Call's suggestion has been implemented in this study. 
Exploratory interviews have been conducted in order to gain 
greater insight of the subject that is under investigation. The 
findings of these interviews subsequently influenced the 
hypotheses tested via the survey method, which is an example of 
positivistic inquiry (positivistic inquiry refers to research 
methods that minimise the impact of a researcher's subjective 
framework). 
6.2.1 Interview design and selection of interviewee 
Exploratory interviews were conducted in two phases. 
Initially, the primary concern was with brand valuation. 
Interviews were scheduled with accountants who have gained 
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experience with the practicalities of brand valuation. This 
focus on brand valuation was broadened in later interviews 
conducted with marketing personnel. While brand valuation was 
referred to in the interviews with marketing personnel, it, was 
generally found that their limited accounting knowledge resulted 
in discussion being more appropriately concerned with issues of 
organisational control of the brand management function. In this 
section, the interviews with the accountants are described 
first, followed by the interviews with marketing personnel. 
An attempt was made to conduct an interview with a senior 
ranking accounting official at all large UK based companies that 
have included or referred to a brand valuation in their 
published statements in the period January 1988 - January 1990. 
Five companies were identified. However the accounting 
department in one of them declined to be interviewed on the 
subject of brand valuation. The resulting four interviews were 
augmented by one interview held with the group accountant of a 
medium sized company that had included a brand value in its 
published balance sheet. In four of the companies interviewed 
the brand valuation was performed in conjunction with 
Interbrand, the brand consulting agency. The fifth company's 
valuation was based on the historical cost of brands acquired. 
The objective of these interviews was to gain a practical 
perspective of the brand valuation issue, consider why the 
companies had performed a brand valuation, explore the extent to 
which brand valuation is being used in the internal accounting 
system and the organisational implications that accounting 
for 
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brand value carries. 
The interviews were conducted on a semi-structured basis using 
section B of the interview schedule (Appendix 1). This interview 
schedule was not strictly adhered to, but rather used as a 
prompting mechanism whenever the interviewee was not forthcoming 
with his thoughts on brand valuation. This form of interview 
design was adopted in order to facilitate the richness 
associated with a more free ranging discussion. This is believed 
to be an important aspect of an interview conducted at the 
exploratory stage of research. All interviews with these senior 
ranking officials were audio taped and ranged in length from 45 
to 90 minutes. These interviews were fully transcribed and a 
summary of critical findings is provided below. 
Interviews involving managers with a marketing-orientation 
were concerned with the nature of accounting for brand 
management and the marketing/accounting interface. More 
specifically, the interviews drew on questions in section A of 
the interview schedule, although, again, this schedule was not 
rigidly adhered to. The interviews were arranged with the 
following individuals: 
1) The marketing director of a brewery that was an operating 
company in a group. The group had commissioned a brand valuation 
and this resulted in the marketing director gaining brand 
valuation experience. In terms of size and industry, the group 
can be considered to be fairly representative of other brand 
valuing companies. 
2) The marketing director and marketing manager in a large 
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fast moving consumer goods (FMCG) company interested in the 
benefits of brand valuation. 
3) Two marketing information systems managers in an FMCG 
company where a brand valuation had been conducted. These two 
managers represented two of the large companies where a group 
accountant had already been interviewed. Again, this company 
appears to be representative of other brand valuers in terms of 
size and industry. 
4) Three brand managers from different companies. One of these 
brand managers was selected as his company had been involved in 
a brand valuation. The other two brand managers were selected 
due to the convenience of them working for local, 
strongly -branded firms in the FMCG industry. 
5) The Chairman of Interbrand, the marketing consultancy that 
has been instrumental in developing the brand-strength based 
valuation technique that has been most widely applied in 
companies including a brand value in their published statements. 
6) A Bradford Management Centre Marketing Lecturer who has 
several years experience as a product manager in a leading FMCC 
company. 
6.2.2 Exploratory interview findings 
The principle insights gained in the interviews are outlined 
below. With respect to the accountants interviewed in the brand 
valuing companies, the comments promulgating the management 
accounting orientated virtues of brand valuation were primarily 
made by the Group Chief Accountant, in a company where brand 
valuation is now routinely included in the company's internal 
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budget. In the other companies, where brand valuation had not 
been introduced to the management accounts, the accountants did 
not profess such strongly held views on the internal benefits of 
brand valuation. 
It should be noted that brand valuations appear to be 
calculated with varying degrees of rigour. In one wholly owned 
operating company, the marketing director had not been consulted 
at all in the valuation, while in another the marketing director 
had been heavily involved. Brand managers in one company were 
totally unaware that a brand valuation had taken place. 
Motives behind the decision to value brands 
Two primary initial motives for brand valuation were 
discerned. The first was a desire to "put the balance sheet in 
order", i. e. recognize assets that had been removed through 
goodwill write off. This motive can be traced to a desire to 
strengthen the balance sheet for city analysts calculating 
gearing based on book values. A second motive was to modify the 
balance sheet in order to get around stock exchange restrictions 
that require shareholder approval of bids for potential 
subsidiary companies, where the value of the bid is more than 
25% of the acquiring company's net assets. In January 1989 the 
Stock Exchange issued a statement to the effect that brands 
qualify as assets for the purpose of this test (Birkin, 1989). 
The Interbrand method of brand valuation has also been applied 
in at least two of the companies interviewed, for the purpose of 
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valuing the brands of a potential acquisition target. 
In one of the large companies that has now been involved in 
three annual brand valuations, the initial brand valuation 
motives have given way to other perceived advantages of brand 
valuation. This fact is supported by the Group Chief 
Accountant's belief that they would continue to conduct annual 
brand valuations even if the company was prohibited from 
including the value in published statements. 
Much of the internal advantage stemming from brand valuation 
arises from the process of valuation rather than from the figure 
derived. Even in a large marketing-orientated company where it 
was believed that detailed profitability analysis has routinely 
been conducted, brand valuation proved informative as it yielded 
more thorough information on market share. It also proved to be 
educational, as it caused management to focus on those aspects 
of the brand that afford it value. 
A brand valuation conducted by an independent party brings to 
light brand management issues that are given' more serious 
consideration by company management than issues arising from 
consulting performed by an advertising agency. This is because 
the former has "no axe to. grind" whereas the latter is 
interested in promoting advertising expenditure. 
In the company that calculates annual budgeted brand values it 
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was felt that the primary internal use of brand valuation will 
be of a strategic rather than an operational nature. As a 
strategic tool it was seen to act as a potential information 
source for decisions relating to brand extension. 
Related to the strategic role of brand valuation is the view 
that it represents an internal performance measure that may 
ameliorate the short-termist emphasis promoted by the 
traditional accounting performance measures of annual profit and 
sales. 
Several interviewees felt that brand valuation carries the 
. greatest potential internal benefit 
in those companies with a 
low marketing-orientation, where there is a low appreciation of 
the value of'the brands that they own. It was felt that these 
companies would have a poorly developed marketing information 
system. Unfortunately such companies do not typify the companies 
that have performed a brand valuation. 
Forecasting future brand values was seen in one company as 
representing a discipline preventing planning being constantly 
relegated behind more short-term pressing matters. This role 
associated with brand value planning was not regarded as 
significant in one operating company within a group, as it 
is 
required to provide an annually updated 5 year rolling long-term 
plan. Included in this long-term plan is an analysis of this 
year's variances with the projections made in-last year's plan. 
This comment supports the earlier observation that 
brand 
valuation is of most value in those companies with an 
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inadequately developed marketing information system. 
Brand valuation can be seen as a type of marketing audit. One 
accountant commented: 
"I'm a believer that the better the marketeer the 
more interest he takes in brand valuation. This 
is because it is partly a method of assessing the 
marketeer and what the marketeer has done. Good 
people don't mind being measured,, bad people do. " 
The brand valuation consultant can be seen to perform a role 
as mediator between the managing director of an operating 
company seeking larger brand promotional budgets and the group 
head office that is in the position of granting such requests. 
Typically the managing director is in a more informed position 
with respect to the specifics of the brand, however this 
potential bargaining imbalance is redressed by the contents of 
the brand valuation report. The importance of the independence 
of the valuer is thus again in evidence. Associated with this 
importance is the view expressed that in areas of business where 
there are no hard numbers, influences affecting decisions 
become 
increasingly political. One implication of brand valuation 
is 
that it may reduce the politicality associated with some 
marketing decisions. 
In the company that included brands in its budget the 
accountant commented: 
"It is undoubtedly true that internal recognition 
of brands will result in greater funds allocated 
to their development, due to the greater 
importance with which they are viewed. If you put 
brand value on the balance sheet, you must look 
after it. " 
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There was a widespread consensus on the view that there exists 
a cultural conflict between accountants and marketeers. One 
interviewee commented "Accountants have traditionally viewed 
marketeers as surviving on bullshit and innuendo". Brand 
valuation was seen by one interviewee as a force to promote 
greater communication between the two parties. 
"There is definitely a gap between accountants 
and marketeers and it (brand valuation) must 
inevitably help bridge it". 
Brand managers interviewed saw the budget as primarily an 
instrument for controlling expenditure levels. More senior 
marketeers saw it also performing important roles as a basis for 
performance measurement and a planning instrument. 
With respect to the accounting-orientated measures of brand 
management performance, it appears that profit has been the 
number one criterion, cash generated number two, and sales and 
market share number three. In one organisation it was stated 
that brand value may well grow in significance to attain a 
stature equal in importance to market share as a measure of 
marketing department performance. As one moves down the 
marketing hierarchy, brand managers place lower emphasis on 
accounting performance measures and more emphasis on market 
share. 
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Due to the variety of organisational structures and cultures 
encountered it is difficult to generalise on responsibilities 
assumed at different levels within the brand management 
function. In a large FMCG company the typical hierarchy in the 
marketing function involves (in descending order), a marketing 
director, marketing manager and brand manager. Brand managers 
were generally viewed as assuming a degree of budgetary 
responsibility as well as participating in the budget-setting 
exercise. - 
6.2.3 
. nuna 'of significant interview 
findings 
Findings in this exploratory interview stage of the research 
influenced the development of research hypotheses and 
propositions outlined in chapter 5. More specifically, views 
expressed that brand valuation may act as a counter to 
short-termism and that brand valuation is of greatest value 
in 
companies with a low marketing-orientation, provided the impetus 
for positing B. V. hypotheses 1 and 2. 
In addition to acting as a counter to short-termism, other 
advantages associated with brand valuation are: 
(1) The valuation process provides more marketing information; 
(2) Provides information that can be used in such strategic 
decisions as brand extension; 
(3) Promotes better planning; 
(4) By providing numbers it removes some of the politicality 
-185- 
associated with some marketing decisions. 
More general findings were made with respect to the nature of 
the marketing/accounting interface and also the organisation of 
the brand management function. There was evidence supportive of 
the view that the marketing/accounting interface is not well- 
developed. Expenditure authorisation, planning and performance 
evaluation were cited as the main roles of the budget. With 
respect to performance evaluation, profitability was viewed as 
the number one accounting-orientated performance indicator. 
6.3 4uestionnaire design 
This section is concerned with the development of questions 
used in the questionnaires, the primary data collection 
instruments used for testing hypotheses and investigating 
propositions. 
6.3.1 
The B. M. questionnaire and covering letter are included as 
Appendix 2. Each questionnaire was headed with the appropriate 
company name. This allowed each company participating to be 
identified as a- variable for the purposes of statistical 
analysis. Section A of the questionnaire involves measures of 
attitude to the likelihood of internal implications arising from 
brand valuation. The first question is designed to establish the 
extent to which the respondent has been involved in a brand 
valuation. This indicator has been included as it may be found 
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that such experience has an effect on attitude towards brand 
valuation. 
With the exception of the ninth question, questions 2 to 14 
parallel the first 12 "B. V. propositions" developed in chapter 
5, and therefore will not be discussed here. The ninth 
questionnaire item, "To what extent would brand value 
assessments be useful in communicating company performance to 
investors? ", was included in recognition of one of the potential 
motives behind companies' valuing brands. This initial motive 
was referred to above in connection with the exploratory 
interviews. 
The responses to section A will be factor analysed in order to 
examine whether there is sufficient commonality to enable 
meaningful reference to the multi-dimensional construct 
"merits of brand valuation". 
The measurement of each variable assessed in sections B and C 
will now be discussed. 
Participation (Section B, questions 1-6) 
The first variable measured is the respondent's participation 
in budget-setting. This variable has been assessed using 
Milani's (1975) six point questionnaire. The use of this measure 
can be defended on the grounds that it has been adopted widely 
to measure budgetary participation 'e. g. Brownell (1982a), 
Brownell and Hirst (1986), Brownell and McInnes (1986), Dunk 
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(1989) and Mia (1989). 
Brownell (1982a) conducted an extensive statistical analysis 
of this measure. It was found that the responses on Milani's 
measure correlated with Hofstede's (1967) participation measure 
at +0.74 (p < 0.01). He noted that although the two measures 
share only 55% common variance, this does represent a reasonably 
satisfactory test of convergent validity. 
Brownell also subjected Milani's measure to a factor analysis. 
While it would have been hoped that all six items loaded on a 
single factor, it was found that two eigenvalues greater than 
unity emerged, two factors therefore being extracted. Brownell 
reports that five of the items loaded on a single scale, 
explaining 61% of the combined variance across the measure. The 
sixth item barely qualified for inclusion in his analysis as it 
attained an eigenvalue of 1.037 and an additional explanatory 
power of only 17%. Brownell deemed these results to be 
satisfactory evidence of the additivity assumption implicit in 
Milani's measure. The adoption of this additivity approach 
ensures comparability of results with previous research adopting 
this measure. 
Cronbach's alpha reported by Brownell and Hirst (1986), Dunk 
(1989) and Mia (1989) was 0.89,0.867, and 0.91 respectively. 
Mia also reported that a factor analysis yielded one factor that 
accounted for 69.9% of the variance. The widespread use, 
together with the strong indication of internal reliability, 
support the use of Milani's measure in this study. 
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Task uncertainty. (Section B, questions 7-16) 
A ten item measure developed by Withey, Daft and Cooper (1983) 
and employed by Brownell and Hirst (1986) was adopted to measure 
task uncertainty. Brownell and Hirst defend the use of this 
measure, noting that the content of the items closely resemble 
Thompson's (1967) definition of task uncertainty. It is also 
observed that Withey et al. demonstrate the reliability of the 
scale and its ability to differentiate between the routinisation 
of tasks associated with different jobs. 
Job-related tension (Section B, question 17) 
The measure of job-related tension was achieved through the 
scale developed by the Institute for Social Research at the 
University of Michigan (Cronbach's alpha - 0.78). This measure 
has also been used by Hopwood (1972), Otley (1978) and Hirst 
(1983). 
Hopwood (1972) notes that previous studies have found that 
this index is correlated with role conflict and ambiguity, and 
the presence of mild neurotic symptoms; thus providing evidence 
that the index is sensitive to some of the aspects of tension. 
Reliance on accounting performance measures (Section 
B, 
question 18) 
Hopwood (1972) developed a categorical measure indicative of 
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the reliance on accounting performance measures (RAPM). The four 
styles of performance evaluation that he identified were: budget 
constrained, budget profit, profit conscious, and nonaccounting. 
Subjects were identified with one of these four groups based on 
their ranking of the relative importance of 8 performance 
indicators. Because of the small number of subjects associated 
with the hybrid "budget profit" category, Hopwood amalgamated it 
with the budget constrained group and conducted his subsequent 
analysis with the 3 categories. In effect, these three groups 
lie on a continuum ranging from high RAPM (budget constrained), 
medium RAPM (budget conscious), and low RAPM (nonaccounting). 
Several researchers (Otley, 1978; Brownell, 1982b; Brownell, 
1985; Brownell and Hirst, 1986; Dunk, 1989; Imoisili, 1989) have 
subsequently used Hopwood's instrument as the basis 
for 
measuring reliance on accounting performance measures, tailoring 
it to varying degrees in " recognition of the specific 
characteristics of the respondents under review. Otley (1978) 
added the item "How much profit I make". Brownell and 
Hirst 
(1986) split the item "attitude toward work and company" into 
two items to allow for a potential differential emphasis between 
"work and company". They also added the item "cooperation with 
individuals outside the firm". This latter indicator, was added 
as it was felt that it may help differentiate between production 
and non-production tasks. Following the lead set by Brownell 
(1982), Brownell and Hirst collapsed Hopwood's 4 categories 
into 
high budget-emphasis and low budget-emphasis (high RAPM and 
low 
RAPM). 
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Brownell (1982) noted that many respondents failed to properly 
complete the ranking called for in Hopwood's original measure 
and therefore he (Brownell, 1985) adapted it to an instrument 
consisting of questions scored on a five-point Likert-type 
rating scale. The measure of budget emphasis was found by 
summing the responses to the two questions pertaining to 
accounting-orientated measures. It was argued that this approach 
was legitimate due to the high positive correlation (0.73) 
between the responses on these two items. This method of 
measuring accounting emphasis was also employed by Dunk (1989) 
Consistent with Brownell (1985) and Dunk (1989), budget 
emphasis has been measured in this study using Hopwood's items, 
adjusted in recognition of situational changes and scored using 
a five-point Likert scale. The specific changes to the items in 
Hopwood's measure (which was designed for cost centres in a 
production environment) are as follows: 
Hopwood This study 
"My concern with costs" "How much profit I make" 
"My ability to handle my men" "My ability to handle my staff" 
In addition, two further items : "What level of sales I 
achieve", and "My concern with market share", have been added to 
Hopwood's list. Interviews with brand management have suggested 
that both of these are regarded as important performance 
indicators, and the former can be seen to be a direct indicator 
of the degree of emphasis placed on "accounting" performance. 
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Attitude towards reliance on accounting performance measures 
(Section B, questions 19-20) 
Two indicators of the attitude held by the respondent towards 
RAPH have been developed. Apart from Hopwood's 8 item 
attitudinal measure employing the'same type of questions as used 
in his measure of budget emphasis, and Otley's (1978) one item 
measure "the manager's feeling about the fairness of the 
evaluation", little has been found in the literature addressing 
this construct. 
For this reason Hopwood's two questions, which have 
subsequently been used in isolation by Brownell (1985) and Dunk 
(1989) as indicators of the degree of budget emphasis, were 
adopted as the foundation for developing two items designed to 
measure attitude towards such an emphasis. Due to the marketing 
context of this study Hopwood's specific "concern with costs", 
was transformed to a more general accounting indicator, i. e. 
"Accounting based performance measures (sales etc. ) are good 
indicators of my job performance". Hopwood's second item 
"Meeting the budget", needed little transformation to become: 
"Strong emphasis should be attached to my ability to meet the 
budget". 
Budget attitude (Section B, questions 21-24) 
In a similar manner to Kenis (1979) and Merchant (1981), the 
four item attitudinal factor discovered by Swieringa and Moncur 
(1975) was used to measure perceived usefulness of budgeting. 
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Kenis's use of this scale demonstrated a 0.77 internal 
reliability. Merchant also added a fifth factor related to 
production and noted Cronbach's alpha for the resulting five 
item scale to be 0.76. 
Budgetary motivation (Section B, questions 25-27) 
Following the lead set by Kenis (1979) and Merchant (1981) the 
three item scale used by Hackman and Lawler (1971) to measure 
intrinsic motivation was reworded to measure budgetary 
motivation. This scale measures the extent to which respondents 
experience personal satisfaction and self-esteem when they 
achieve their budgeted goals. Hackman and Lawler achieved an 
internal consistency reliability coefficient of 0.72, while 
Kenis's adapted version demonstrated an internal reliability of 
0.79. 
Perceived short-termism (Section B, questions 28-29) 
Two questions indicative of the degree to which the respondent 
perceives his company to be excessively short-termist have been 
included. These are: "To what extent should greater emphasis be 
placed on long-term term brand development? ", and "To what 
extent does your company place too much emphasis on short-term 
sales levels? ". 
Trust in superior (Section B, questions 30-33) 
This variable has been measured with a four item scale that 
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was developed by Read (1962) and has since been used by Otley 
(1978). Read summed the scores achieved on this four part 
measure, having found intercorrelations for his 52 respondents 
ranging between 0.39 and 0.68. It was felt that this indicated a 
relatively high homogeneity of items. 
Performance (Section B, questions 34-35) 
An indicator. of performance represents a particularly 
difficult measure to design for several reasons. Firstly, the 
source of the rating (self versus superior) has to be 
considered. The literature suggests that superior ratings are 
subject to "halo" error when used in connection with 
multi-dimensional measures of performance (Lawler, 1967; Miner, 
1968; Thornton, 1968;, Nealey and Owen, 1970). The "halo" error 
refers to the, tendency of assigning similar scores, based on one 
cognitive dimension, to an individual on all performance 
dimensions. If, however, self rating scores are utilised, the 
researcher is placing considerable trust in the respondent to 
honestly answer a somewhat emotive question. 
It was felt that the advantage of administrative ease, 
combined with concerns of the halo effect, outweigh the 
disadvantages associated with employing the self-rating 
instrument. A strong attempt has been made to address concern 
with the reliability of a self-rated performance measure 
by 
stating clearly and strongly in the instructions accompanying 
the questionnaire, that all completed information is treated 
in 
a totally confidential manner and is only seen by the researcher 
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for the purpose of data entry into a computer. 
A further issue that needs to be addressed when employing a 
performance measure is the dimensions of performance to be 
addressed. In order to promote comparability and consistency 
with the literature, the Mahoney, Jerdee, and Carroll (1963; 
1965) measure used by Brownell (1982a), Brownell and Hirst 
(1986) and Dunk (1989) was adopted in this study. This measure 
is based on eight performance dimensions (question 35, parts 
a-h) and one global rating (question 34). Independent 
assessments' of the measure conducted by Heneman (1974) and 
Penfield (1974) provide supportive evidence of its reliability 
and validity. 
Brownell (1982a) analysed the data collected in his study 
using the Mahoney et al, measure by regressing the global 
ratings on the ratings of the eight subdimensions in a single 
multiple regression. It was found that the eight separate 
dimensions explained 60.8% of the variance in the global 
ratings. This result is consistent with Mahoney et al's 
findings. Brownell and Hirst (1986) also attempted a validation 
of the overall rating by regressing it on the eight 
subdimensions. It was found, however, that an R-square of only 
0.35 was achieved and the researchers concluded that caution 
should be exercised when interpreting the results of their 
study. Dunk (1989) found that 47% of the variance of the overall 
effectiveness dimension was explained by the eight 
subdimensions. Consistent with the example set by Brownell 
(1982) and Brownell and Hirst (1986), Dunk's data analysis was 
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based on the overall effectiveness dimension. 
Background information (Section C) 
Section C is concerned with background information that may be 
found to have a bearing on the other variables measured. 
1: Questions 1 and 2 in this section ascertain the respondent's 
experience and current position respectively. Questions 3 and 4 
focus on the nature of the brand's market and its position in 
that market. These final two questions have been employed by 
Lynch, Hooley and Shepherd (1988). 
Questions 5,6 and 7 are designed to measure the extent to 
which the company can be described as having a marketing 
orientation. Question 5 , has been used by Piercy 
(1986c) and 
Lynch, Hooley and Shepherd (1988). Question 6 and 7 are items 
developed by Kotler (1988) and employed in his questionnaire 
designed to measure the extent to which a company has developed 
an effective marketing-orientation. 
6.3.2 Brand valuation questionnaire design 
Questions 1 and 2 in section A are designed to establish the 
respondents position and experience in that position. Question 
3 
attempts to discern more closely the respondent's brand 
responsibilities, and question, 4 has been included in order to 
allow an enquiry into whether the motivational impact of tieing 
salary to performance has any implication on attitudes to 
brand 
management. 
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Questions 1 and 2 in section B are concerned with the brand's 
market and are the same as questions 3 and 4 in section C of the 
B. M. questionnaire. Questions 3,6 and 8 are designed to measure 
the extent to which the company can be described as having a 
marketing orientation. These are the same questions as 5,6 and 7 
in Section C of the B. M. questionnaire. Similarly questions 4 
and 5 are concerned with perceived short"termism, and are the 
same as questions 28 and 29 in section B of the B. M. 
questionnaire. 
In order to secure Interbrand's support in administering this 
questionnaire to brand valuing companies, it was agreed that two 
further questions would be included: question 7, section B ("The 
costs of an annual brand value assessment should be allowed for 
in my company's budget") and question 14, section C ("To what 
extent would brand valuation consultancy fees of, say £15,000 
for valuing one brand or £50,000 for valuing a portfolio of 
12 
brands be regarded as cost effective? "). These questions are 
not, however, involved in the statistical analysis of data 
collected. 
Section C is the same as section A in the B. M. questionnaire 
with the exception of question 14 whose, inclusion at the 
request of Interbrand, has already been described. 
Section D is concerned with the different roles of the budget.. 
In order to promote comparability, the questions have been based 
on those employed in the Lyne study (1988). In addition to the 
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functions referred to by Lyne planning, authorisation and 
co-ordination have been included. The information collected from 
these questions will be used in later research and are not 
analysed in this study. 
6.4 Sample selection and data collection 
This section of the chapter first addresses the population of 
interest in the brand valuation study, describes the sampling 
process, questionnaire piloting and questionnaire 
administration. This is followed by the same matters being 
addressed for the B. M. survey. 
The industrial sector of interest in this study is British 
based strongly branded fast moving consumer goods (FMCG) 
companies. This industrial sector was selected as it contains 
the largest collection of recognizable brand names. In the 
interests of minimising the effects of extraneous variables it 
would be desirable to focus on a more narrowly defined 
industrial sector (eg foods and drink), however a compromise had 
to be struck as such a narrow industrial definition prevented 
the sample of subjects reaching the number sought for data 
analysis. 
Within the FMCG industrial category, the difference in the 
orientation of the B. V. questionnaire and the B. M. questionnaire 
necessitated that they be administered to two distinct 
populations. For this reason, sample selection and questionnaire 
administration is described separately for each survey. 
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6.4.1 The B. V. survey 
6.4.1.1 The sampling process in the B. V. survey 
The B. V. questionnaire and covering letter are included as 
Appendix 3. It was established, during the preliminary interview 
stage of the research, that some of the advantages of brand 
valuation are of a strategic nature. For this reason, it was 
felt most appropriate for the B. V. questionnaire to be completed 
by senior company officials. This questionnaire was thus 
targeted to Finance, Marketing and Managing Directors of 
strongly branded FMCG companies. 
Due to the desire to include both large and small companies 
(to allow an analysis investigating the effect of market 
position on attitudes to brand valuation) there is no 
single appropriate sampling frame from which to draw the sample 
of companies to be studied. The Campaign Report (1990) that 
identifies the top 300 brands in terms of advertising 
expenditure was considered as one possible sampling frame. The 
inappropriateness of this source is apparent when one recognizes 
that ranked in the top 4 "brands" are : The Water Flotation, 
Sky Television and The Water and Sewage Business". To limit data 
collection to only the leading advertisers may also bias data'in 
a manner that would preclude strongly branded companies that are 
pursuing promotion strategies that place a low emphasis on 
advertising. 
A second potential data source pertaining to major brands was 
-199- 
compiled for the first time in 1990 by Nielsen in conjunction 
with the weekly publication "Marketing" (Marketing, 1990). This 
source lists estimated sales of the leading 50 "grocery brands" 
for 1989. Several companies own more than one brand with the 
result that the list of 50 brands reduces to 33 companies. A 
third potential sampling frame is the listing of "National 
Advertisers" that is annually updated in the Advertisers Annual. 
Correspondence with officials at the Advertisers Annual 
established that the list is based on two main sources: 1) 
contacts with advertising agencies; and 2) corporate advertisers 
on television, radio, and in newspapers and magazines. 
The sample selected was based on the latter two sources. The 
Nielsen/Marketing listing was used as it was felt that inclusion 
of a strong representation of larger companies should be 
achieved in recognition of their size in terms of sales and 
employment as well as their influence in the FMCC product 
sector. In recognition of the importance of these strong brands 
all 33 companies identified by "Marketing" as the owners of the 
leading grocery brands, were included in the sample contacted. 
In order to broaden the sample to encompass smaller brands that 
may be associated with a different management philosophy, an 
inspection was conducted in the Advertisers Annual (1989) to 
identify owners of familiar FMCC brands. This inspection yielded 
a further 85 brand owning companies. 
This sample, of 118 companies (236 finance and marketing 
directors) was augmented by Interbrand's contacts within 43 
client companies. The 86 officials included in the sample all 
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held senior positions in their respective companies. This final 
element of the sample was required in order to ensure that a 
sufficient number of respondents have experience in brand 
valuation. The sample achieved can thus be described as a 
stratified sample. One of ttie primary advantages of adopting 
this sampling approach is that it ensures a representation of 
different strata in the final sample (Simon, 1969). 
In addition to the desire to analyse market position and 
experience with brand valuation as independent variables, the 
inclusion of a broad cross-section of strongly branded FMCG 
companies has been made for two further reasons. Firstly, in 
preliminary interviews on the subject of brand valuation, the 
view that brand valuation could be of greatest significance in 
those companies where the brand has a low profile, became a 
recurring theme. It was suggested that where the brand did not 
enjoy a high market profile, investment in brand support and 
development might prove a harder goal for the marketing 
department to realise. The inclusion of a cross-section of 
brands that is broader than would have been achieved by limiting 
the sample to those brands with the highest turnover, allows an 
inquiry into this suggestion. Secondly, it was felt to be 
appropriate, in a relatively exploratory study of attitudes 
towards brand valuation, to gain an insight that extends beyond 
the views of-the management of leading brands. 
6.4.1.2 Piloting the B. V. Questionnaire 
Appropriate individuals with different backgrounds 
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(professional and academic), agreed to pilot the questionnaire. 
During the exploratory interview stage of the research, several 
interviewees were asked to pilot early drafts of the 
questionnaire. This resulted in 1 marketing director, 3 brand 
managers, 2 corporate office senior accountants and 2 marketing 
information systems managers piloting the questionnaire. The 
questionnaire was `also piloted in Interbrand (3 company 
officials) and at the Bradford Management centre, where 2 
faculty members (1 an accountant and 1a marketeer with a 
background in FMCG brand management) and 6 Ph. D students 0 
involved in marketing research) participated in piloting. 
Finally an independent accountant also completed the 
questionnaire and made helpful comments. 
For the purpose of piloting, it is believed to be important to 
use subjects with a variety of backgrounds. Clearly one "has to 
include subjects with a similar orientation as those who will be 
completing the questionnaire, however, by including faculty 
members and fellow research students, several academically- 
orientated comments concerning layout and wording were made. 
These comments led to questionnaire modifications before the 
final draft was prepared. 
6.4.1.3 B. V. survey administration 
Interbrand was willing to assist in the study, however, for 
reasons of client confidentiality, felt unable to disclose the 
names of clients. Due to the strongly held belief that the study 
would be enhanced if the attitudes of management who had been 
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involved in a brand valuation could be sampled, persistent 
appeals resulted in Interbrand agreeing to participate in a 
manner that precluded identification of the responding 
companies. 
In August 1990 a mailing was made by Interbrand to 86 
potential respondents. Included in the mailing was a covering 
letter, outlining the purpose of the study and promising that 
all responses would be treated in an anonymous manner. The 
mailing also included a prepaid envelope addressed to Prof. 
Richard Pike at the Bradford Management Centre. All 
questionnaires were coded with a company specific number. No 
officials outside Interbrand were aware what companies the 
numbers corresponded to, however, the coding allowed matching to 
take place where responses had been received from two 
individuals in the same company. 
27 responses (31.4X) were received from this first mailing and 
Interbrand agreed to mail a follow-up letter. This second 
mailing resulted in a further 15 responses (i. e. 25.4% of those 
to whom the follow-up letter was mailed). Thus the overall 
response rate for the questionnaire mailing handled by 
Interbrand was 48.8%. 
With respect to the remainder of the sample, a similar 
approach was adopted. The first mailing was made in September 
1990 and included a questionnaire (coded with an identification 
number), a covering letter outlining the purpose of the study 
and stating that anonymity will be observed, and a prepaid 
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envelope addressed to Chris Guilding at the Bradford Management 
Centre. This first mailing resulted in the return of 63 
completed questionnaires. Three weeks following the first 
mailing, a follow-up letter was sent to all non-respondents. 
This second mailing, in conjunction with follow-up phone calls, 
resulted in a further 30 completed questionnaires. 
The final stage in securing the response rate actually 
achieved, involved an attempt to telephone 32 of the 
non-respondents. The majority of individuals contacted were in 
companies from whom one completed questionnaire had already been 
received. This tactic was adopted in order to increase the 
numbers to be included in any subsequent matched pairs analysis. 
The purpose of this telephone call can be seen to be twofold: 
1) To establish the primary reason why the marketing or 
finance director had failed to complete and return the 
questionnaire. 
2) To request that the questionnaire be completed and 
returned. . 
With respect to these 32 respondents, in 31 cases contact was 
made either with the director sought or his or her secretary. In 
one case neither the director nor a secretary was ever 
available. The reasons for not responding, -together with their 
incidence are shown in table 6.1. 
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Not enough time ................ 
21 
Lack of interest ................ 
5 
Company policy ................ 
1 
Away on holiday ................ 
1 
Personal policy ................ 
1 
Passed to another company official ...... 
1 
Claims to have already responded ........ _1 
31 
Table 6.2 provides a summary of the response rate achieved in 
the B. V. survey. From the 322 questionnaires mailed out, 146 
responses were received, a response rate of 45%. Of those 
responding, 135 completed the questionnaire, i. e., 11 company 
officials included in the sample wrote back declining to 
participate in the study. The reasons given for not wanting to 
participate in the study were: company policy is not to 
participate (8 respondents); lack of time (1 respondent); 
information requested is too detailed (1 respondent); company is 
not an owner but a distributor of brands (1 respondent). The 
usable response rate is thus 42X. 
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ANALYSIS OF B. V. QUESTIONNAIRE RESPONSE RATE 
Sample Q'aires Response Response Decline to Total 
frarg mailed lst mailing 2nd mailing complete 
I'brand 86' 27 15 0 42 
Marketing 
/Nielsen + 
Advertisers 236 63 30 11 104 
annual 
1 Total 322 90 45 11 146 
* The response to the second mailing includes responses received 
after the follow-up phone call. 
6.4.2 The B. M. survey 
6.4.2.1 The sampling process in the B. M. suyeev 
The B. M. survey presents contrasting sampling criteria 
compared to those identified above for the B. V. survey. Rather 
than attempting to gain a broad cross-section of companies with 
dissimilar market positions, a few companies are called for so 
as to limit the confounding effects of extraneous variables. The 
variables of interest in this study relate to the different ways 
that the budget is used and the implications that such 
differences carry for dependent variables such as job 
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performance and job-related tension. In attempting to control 
the environment for extraneous variables, the most desirable 
situation would be to base the study on one company only, 
thereby minimising confounding effects such as differences in 
company ethos, morale, etc. A balance thus has to be struck, 
between involving many companies (and a concomitant increased 
number of subjects), and few companies (and greater control over 
extraneous factors). 
With respect to the B. M. survey, it was thus desirable to 
attempt to secure the support of larger companies. The sample of 
companies that was contacted in connection with the B. M. survey 
was based on the listing of the 50 leading grocery brands (33 
companies) prepared by Nielsen and Marketing (Marketing, 1990). 
This sample frame was augmented by a further 3 strongly branded 
FMCG companies that either: a) were known to have conducted a 
brand valuation or 2) had existing ties with the Bradford 
Management Centre. 
The B. M. questionnaire is concerned with budgetary control and 
was addressed to brand managers, who were identified by their 
companies as being: 
1) involved in the management of brands; 
and 2) assuming a degree of budgetary responsibility. 
6.4.2.2 Piloting the B. M. Questionnaire 
Similar contacts that were used for piloting the B. V. 
questionnaire were also employed for piloting the B. M. 
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questionnaire. The same 8 subjects at the Management Centre (2 
faculty and 6 Ph. D students) assisted by reviewing the B. M. 
questionnaire. The principle mode of piloting this questionnaire 
was achieved, however, during attempts to gain company 
participation in the B. M. survey. Following initial contact with 
the 36 companies referred to above, 22 asked to see the 
questionnaire with a view to considering whether they wished to 
participate in the study. The initial contact in these 22 
companies was the marketing director. In several companies, the 
marketing director subsequently reviewed the questionnaire, 
however in the majority (approximately 75%), this responsibility 
was delegated to an individual with marketing information 
systems responsibilities. 
The comments received during the phase of company 
consideration of the questionnaire represented a rigorous form 
of piloting. This is because the air of simulation associated 
with many piloting exercises was removed. Representatives of 
companies considering participating in the B. M. study subjected 
the B. M. questionnaire to a thorough review. This thoroughness 
arose from their concern with the contents of a questionnaire 
that is to be circulated for completion amongst company staff. 
Again many useful comments arose from this stage of 
questionnaire review. Considerable justification also had to be 
given for including certain questions, that on first sight 
appear to be of little relevance to academic research concerned 
with budgetary control systems. 
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6.4.2.3 B. M. survey administration 
Of the 22 marketing directors who reviewed the questionnaire 
13, formally declined'to participate. The most widely quoted 
reason for declining was a reluctance to become involved in a 
study that calls for many employees to take time out from their 
regular duties to complete the questionnaires. In two 
organisations there had recently been major re-organisations and 
it was felt inappropriate to become involved in the proposed 
study. Again, several companies referred to a company policy 
that prevents participating in academic research. Several 
directors also felt that the questionnaire was too long and 
would take too much time to complete. 
Nine companies agreed to become involved in the practical 
phase of the B. M. study. In each company, a "contact" was 
appointed by the marketing director and he or she co-ordinated 
the administration of the questionnaire in their respective 
companies. The first phase of this administration involved 
identifying marketing personnel who are involved in brand 
management activities and assume a degree of budgetary 
responsibility. Once such company individuals had been 
identified, they were sent, via the company's internal mail, a 
copy of the B. M. questionnaire and a covering letter explaining 
the study's purpose and that the questionnaire responses are 
being treated in a confidential manner (Appendix 2). A 
pre-stamped reply envelope addressed to Chris Guilding at the 
Bradford Management Centre was also sent to the potential 
respondent. 
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The number of questionnaires mailed out and returned are 
summarised in table 6.3. As anonymity was assured to all 
companies participating in this study, they have been coded 
company 1,2,3 etc. 
Company Industry 
Brewing 
Foods 
Drinks 
Foods 
Cosmetics 
Cosmetics 
Distillers 
Foods 
Drinks 
Questionnaires Questionnaires Response 
mailed returned rate (X) 
10 8 80 
18 12 67 
12 8 67 
15 10 67 
28 27 96 
15 11 73 
4 4 100 
15 5 33 
7 Al 
124 88 71 
* Company 7 is a division of a larger company where a brand 
valuation had been performed. 
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The principle factor determining the response rate appears to 
be the nature of the letter accompanying the questionnaire. In 
companies 1 and 5, where a high response rate has been achieved 
the covering letter was prepared by the Marketing Director. In 
company 5, the Marketing Director attached a high priority to 
completion of the questionnaire. 
At first sight, it may appear that the study suffers from a 
potential self-selection bias. While it is true that the only 
companies included in the sample are those who acquiesced to a 
request to participate, it is not seen to be a major problem, as 
the subjects completing the questionnaire did not select 
themselves. The companies participating represent a variety of 
products (brewing, foods, drinks, cosmetics, and distilling) and 
would thus appear to fairly represent the breadth of companies 
identified with the FMCG industry. 
In order to gain the participation of company 5 in the study, 
questions 33 and 34 pertaining to performance had to be removed 
from the questionnaires distributed to brand managers. 
Similarly, company 1 requested that questions 17, and 30 - 35 
not be included in the questionnaire. This was because the 
companies' respective marketing directors felt these questions 
encroach on potentially sensitive issues. For this reason, 
hypotheses that involve variables measured using these items, 
are tested on a smaller sample size. 
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6.5 Chapters summary w 
It is inappropriate to refer to the concluding section of this 
chapter as a conclusion, as the term infers a synthesis of ideas. 
The material covered in this chapter has been more concerned with 
describing the practical phases of the research project, than 
with an attempt to develop a propositional argument. The only 
exception to this statement relates to the chapter's first 
section, which includes a review of the findings of the 
exploratory interviews. 
The first practical phase of the study involved scheduling a 
series of exploratory interviews with parties who have experience 
in brand management and/or brand valuation. The findings in these 
interviews augment the theory discussed in chapters two, three 
and four, when seeking greater understanding of the research 
issues of interest. While the findings can be seen to have 
supported subsequent investigation in a general manner, two 
specific findings, relating to the importance of brand valuation 
in companies with a low marketing-orientation and high 
short-termism, influenced the hypotheses posited in chapter 5. 
The second section in the chapter described the design of the 
two questionnaires employed in this study. The questions' origins 
and reasons for inclusion were systematically described in a 
sequence paralleling the format of the questionnaires. 
The final section was concerned with the sampling process, 
piloting and mailing the questionnaires and the nature of the 
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response rates achieved. In this section the entire process from 
sample selection to questionnaire administration was described 
firstly for the brand value survey and secondly for the brand 
management survey. 
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7.1 Introduction 
This chapter describes the statistical analysis applied to 
data collected via the brand valuation questionnaire. The 
analysis has been conducted with two objectives in mind: firstly 
to gain an insight into the nature of variables and their 
relationships with other variables; secondly, to statistically 
test the B. V. hypotheses posited in chapter 5. 
The chapter commences with a description of variable 
measurement. More specifically, three areas are analysed: 
1) An investigation of the extent to which the brand valuation 
propositions can be reduced to underlying themes or factors. 
2) The validity of aggregating the three items indicative of 
marketing-orientation to provide one measure of marketing- 
orientation. 
3) The validity of aggregating the two items concerned with 
short-termism to provide one measure of short-termism. 
The next section is concerned with exploring. in more detail, 
the responses to each of the brand valuation propositions. This 
enquiry is then extended to include an investigation of 
relationships between brand value attitudes and other contextual 
variables that are not the subject of detailed hypothesis 
testing. 
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Attention is then focused on the methodology employed in 
hypothesis testing, as well as the results of the tests. The 
penultimate section of the chapter addresses validity and 
reliability issues arising from the analysis of data collected 
via the brand valuation questionnaire. The chapter concludes 
with a summary of the major findings arising from the 
statistical analysis. 
The examination of connections among variables can take either 
of two forms. The researcher may either be interested in the 
differences between one or more subjects (or cases), or the 
extent to which variables tend to vary together (Bryman and 
Cramer, 1990). In statistical analyses, one can distinguish 
between univariate analysis which is concerned with analysing 
and presenting information relating to one variable, bivariate 
analysis which is concerned with two variables, and multivariate 
analysis which involves exploring relationships between more 
than two variables. The analysis conducted in this study 
involves reviewing differences between subjects as well as 
covariability of variables. This has been conducted by using, 
primarily, multivariate statistical techniques. 
7.2 Variable measurement 
This section first explores the extent to which the brand 
valuation propositions can be reduced to one or more underlying 
factors. This enquiry will be conducted using factor analysis. 
The remainder of the section is concerned with the reliability 
of the marketing-orientation and short-termism measures. 
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7.2.1 Factor analysis of brand valuation propositions 
The critical variables of interest in the Brand Valuation 
(B. V. ) questionnaire are the attitudes held towards the 
potential outcomes, of brand valuation. These were developed in 
Chapter 5, and were referred to as B. V. propositions. These 
attitudes represent the dependent variables in any enquiry into 
the explanatory factors affecting attitude towards brand 
valuation. As the B. V. propositions have a common theme (they 
are all concerned with the extent to which benefits arise from 
brand valuation), it was felt that the strength of this theme 
should be explored through factor analysis. A factor analysis 
was thus conducted on all of the variables that reflect attitude 
towards outcomes of brand valuation (B. V. questionnaire, Section 
C, with the exception of questions 1 and 14 which are concerned 
with brand valuation experience and the level of brand valuation 
fees, respectively). The questions in this section of the 
questionnaire are all designed so that a high score reflects a 
belief that a desirable outcome will arise from brand valuation. 
This description of the factor analysis of brand valuation 
propositions commences with a justification of the analysis. It 
then outlines the rationale of the factor analysis and concludes 
with a description of the rotation analysis of factors 
generated. 
7.2.1.1 Facto analysis justification 
The initial stage in a factor analysis involves the 
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construction of a correlation matrix for the items that one 
wishes to factor analyse. This matrix allows the researcher to 
investigate the degree of correlation present amongst the items. 
High levels of correlation allow one to conclude that the items 
are related and that their inclusion in a factor analysis is 
justified. The correlation matrix for the attitudes to brand 
valuation items is presented as Table 7.1. In the vertical 
listing in the table (the rows), the numbers under the 
abbreviated terms, correspond to the question number in Section 
C of the B. V. questionnaire (Appendix 3 A). The question numbers 
are also used, in the horizontal headings of the table, to 
correspond to the appropriate questionnaire item. 
All of the correlation coefficients in the table are highly 
significant. This is strongly suggestive that the' items may 
constitute one or more factors and that a factor analysis is 
justified. In addition, the significance of Bartlett's test of 
sphericity is small (rounded to 0.00000) and the 
Kaiser-Meyer-Olkin ( KMO ) is large at 0.94655. The results of 
both of these tests support the use of factor analysis. 
Bartlett's test measures the extent to which the correlation 
matrix is an identity matrix. If the matrix is found to resemble 
an identity matrix (as indicated by a large significance figure) 
Norusis (1988b) advises against the use of factor analysis. The 
1M0 measure is an index measuring the relative size of the 
observed correlation coefficients compared to the partial 
correlation coefficients. In effect, it measures the extent to 
which correlations between pairs of variables can be explained 
by other variables. Kaiser (1974) describes a KMO in the 0.90's 
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CORRELATION MATRIX OF BRAND VALUATION ATTITUDE ITEMS 
24 Sx 2 
PLANNING 1.0000 
(2) 
PARTICPN 
. 78286 1.0000 (3) 
CORDINTN' 
. 78041 . 74007 1.0000 (4) 
MOTIVATN 
. 75948 . 71319 . 75751 1.0000 (5) 
AMBIGUIY . 66419 . 59805 . 61751 . 72434 
1.0000 
(6) 
PERFMEAS 
. 70498 . 61124 . 68025 . 74466 . 
77154 1.0000 
(7) 
DEBATE 
. 69123 . 70521 . 67224 . 72887 . 
73892 . 73545 
1.0000 
(8) 
MAXBRVAL 
. 70166 . 63784 . 64419 . 
69631 . 68487 . 
73253 . 76888 
(9) 
LNGTMPER 
. 62346 . 60535 . 67936 . 
71694 . 68670 . 
69296 . 71389 
(10) 
REMINDER 
. 45113 . 43451 . 37760 . 
44153 . 42094 . 
50782 . 57075 
(11) 
STRATPLAN . 69606 . 71264 . 72382 . 70075 . 
67050 . 71846 . 
78065 
(12) 
CITYINFO 
. 42142 . 39648 . 40351 . 
43938 . 40184 . 
42612 . 48726 
(13) 
INCREXPE 
. 46957 . 54617 . 52741 . 
57771 . 45831 . 
49738 . 60861 
(15) 
2 14 11 1. Z 1_ 
NAXERVAL 1.0000 
(9) 
INGTMPER 
. 68903 1.0000 (10) 
REMINDER 
. 51668 . 45200 1.0000 (11) 
STRATPLAN . 75905 . 73330 . 64285 
1.0000 
(12) 
CITYINFO 
. 41919 . 40520 . 56779 . 
47632 1.0000 
(13) 
INCREXPE 
. 58218 . 61126 . 60373 . 
65679 . 49875 
1.0000 
(15) 
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as marvellous, in the 0.80's as meritorious, in the 0.70's as 
middling, in the 0.60's as mediocre, in the 50's as miserable, 
and below 0.5 as unacceptable. 
7.2.1.2 Steps taken in the factor analysis 
In light of Bryman and Cramer's (1990) comments that principal 
components and principal-axis factoring are the most widely used 
forms of factor analysis, both of these methods were used to 
analyse the brand valuation attitude items. The difference 
between these two approaches is that in principal components all 
of the variance of an item is analysed, while in principal-axis 
factoring only the variance which is common to all items is 
analysed (unique variance, which includes specific and error 
variance is thus excluded in principal-axis factoring). 
Applying the principal components factor analysis, two factors 
were extracted with eigenvalues greater than 1 (eigenvalues 
indicate the amount of variance accounted for by the factor). 
The eigenvalues of factors extracted in the principal components 
analysis, together with their respective variance explained and 
cumulative percentage variance explained, are presented as Table 
7.2. The eigenvalues for the two principal factors extracted in 
the principal-axis factoring were 8.17805 and 0.72532. 
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Factor Eigenvalue I of Var Cum. X of Var. 
1 8.47754 65.2 65.2 
2 1.07881 8.3 73.5 
3 
. 59909 4.6 78.1 
4 
. 55981 4.3 82.4 
5 
. 45576 3.5 85.9 
6 
. 31362 2.4 88.3 
7 
. 29826 2.3 90.6 
8 
. 28029 2.2 92.8 
9 
. 22524 1.7 94.5 
10 
. 20522 1.6 96.1 
11 
. 19101 1.5 97.6 
12 
. 17605 1.4 98.9 
13 
. 13929 1.1 
100.0 
When one turns to reduce the number of items in a meaningful 
way, there appears to be no hard and fast rule with respect to 
the number of factors that should be retained. Everitt and Dunn 
(1983) comment, 
This question has been considered by a number of 
workers who have, suggested a variety of 
techniques for providing an answer. Many are 
fairly informal procedures based on experience 
and intuition rather than any formal sampling 
model. For example, one of the most popular 
criteria for indicating the number of factors is 
to retain only the factors associated with 
eigenvalues greater than unity. " (p. 199) 
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N 
The retention of factors with eigenvalues greater than 1 is 
known as Kaiser's criterion. If this criterion is applied to the 
data in table 7.2 two factors would be retained. It should be 
noted, however, that factor 2 with an eigenvalue of 1.07881 only 
marginally satisfies this criterion. 
An alternative criterion has been proposed by Cattell and 
Vogelmann (1977). This method involves inspecting a graph of 
eigenvalues and choosing the number of factors that correspond 
to the point before the graph levels off. The graph of 
eigenvalues is generally referred to as the screen plot, and the 
criterion based on this plot is termed the scree test. 
A scree plot of the 13 factors was constructed and it was 
observed that a stark levelling-off of the scree plot commences 
with factor 2. This levelling-off is also evident when one 
consults the eigenvalues in Table 7.2. Based on the scree test 
it appears that only 1 factor should be retained. This conflicts 
with the result achieved from applying the Kaiser criterion to 
the principal components analysis. However, as the screeplot 
investigation yields such a strong indication, and factor 2 has 
an eigenvalue that is only very marginally above 1, it would 
appear to be appropriate to view the factor analysis as yielding 
only one meaningful factor. 
Table 7.3 combines the two factor matrices generated by: 1) a 
principal components factor analysis, and 2) a principal-axis 
factor analysis. The item loadings are included only for the 
first two factors, i. e. factors with eigenvalues greater than 
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unity. Again, the numbers next to the vertical listing of 
abbreviated item names correspond to the question number in 
Section C of the B. V. questionnaire. The fact that for both 
factor analyses every item's factor loading is greater on factor 
1 than it is on factor 2 provides further support for the view 
that a meaningful extraction of factors should limit factor 
retention to factor 1. 
PRINCIPAL 
FACTOR 1 
. 88934 
COMPONENTS 
FACTOR 2 
. 
07899 
PRINCIP 
FACTOR 1 
. 
88320 
AL AXIS 
FACTOR 2 
. 
10662 
. 88483 . 00710 . 
87627 . 02723 
. 86805 -. 18511 . 
85998 -. 17733 
. 85060 -. 04830 . 
83538 -. 01775 
. 85040 -. 13350 . 
83634 -. 09847 
. 84386 -. 23375 . 83295 -. 
21238 
. 83144 -. 24677 . 
81899 -. 22670 
. 82876 -. 07645 . 
80986 -. 04925 
. 81727 -. 16928 . 
79872 -. 13824 
. 81414 -. 19359 . 
79533 -. 14613 
. 72040 . 38993 . 
69639 . 30015 
. 65055 . 60103 . 
64222 . 58132 
. 58333 . 56330 . 
55221 . 32303 
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7.2.1.3 Rotation analysis 
In order to further investigate the nature of a potential 
second significant factor, an orthogonal and an oblique rotation 
was made of both the principal components and principal axis 
factor analyses. The objective of factor rotation is to 
facilitate easier interpretation of the factors. It achieves 
this by maximising the loadings of the items. In effect, 
rotation magnifies the association between items and factors. 
It was expected that the rotation analysis would isolate the, 
final three items listed in Table 7.3 (increxpe, reminder and 
cityinfo), as they carry smaller factor 1 loadings and 
relatively large factor 2 loadings. This expectation was 
realised in all four rotations conducted. In all of the 
rotations these three items were isolated as the only items that 
loaded more heavily on factor 2 than factor 1. Table 7.4 
presents the results of the two orthogonal rotations. The table 
has been split in order to highlight the three items loading 
most heavily on factor 2. 
As a final consideration of the meaningfulness with which 
factors should be retained' for further analysis and 
discussion, one should attempt to describe the factors extracted 
by the analysis. In both factor analyses all items loaded more 
heavily on factor 1 than factor 2. This indicates that there 
is 
a common factor influencing the response to all of the items. 
The fact that all items were concerned with a potential benefit 
arising from conducting periodic brand valuation suggests that 
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this is a broad factor, encompassing all items. It would seem to 
be appropriate to refer to this factor as the perceived "merit 
of brand valuation". 
PLANNING 
FACTOR 1 
. 84406 
FACTOR 2 
. 23303 
FACTOR 1 
. 81226 
FACTOR 2 
. 28134 
CO-ORDINATION 
. 84009 . 21548 . 
80849 . 26170 
MOTIVATION 
. 83982 . 28718 . 
81552 . 32548 
PERF. MEASURE . 79816 . 32240 . 
75236 . 37890 
AMBIGUITY . 79793 . 25222 . 74437 . 
31593 
PARTICIPATION 
. 78812 . 27468 . 
74286 . 32438 
DEBATE 
. 75546 . 46071 . 
71648 . 50521 
MAX. BRAND VAL. . 75456 . 39560 . 70712 . 
44515 
LONG. TERM PER. . 75029 . 36022 . 70317 . 
40480 
STRAT. PLANNING . 72239 . 52471 . 
67856 . 57530 
REMINDER . 24931 . 84989 . 
21603 . 83887 
CITY INFO. . 21103 . 78297 . 
41606 . 63398 
INCREASE EXP. . 41770 . 70466 . 
28311 . 57371 
-224- 
The rotation analyses suggest that the following three items 
are related to a second, albeit weak, factor: 
1) the inclusion of brand value on the balance sheet acts as 
a powerful reminder to company policy makers that brands are an 
important asset; 
2) brand value assessments are useful in communicating 
company performance to investors; and 
3) brand value recognition in the company's balance sheet 
results, over the long-term, in increased expenditure on brand 
support and development. 
There does not appear to be any obvious latent theme or trait 
that unites and distinguishes these three items from the other 
items. One may suggest that the three items appear to be 
associated with broad, non-operational issues. However, for this 
tendency to be viewed as sufficiently strong to warrant 
meaningful extraction of a second factor, one would require that 
the "strategic planning" and "long-term performance" items show 
a stronger association with the second factor. than the first. If 
a stronger unifying and discriminating theme were evident one 
would be justified in retaining the second factor for further 
analysis. The absence of such a theme, however, represents the 
final vindication of the view that only one factor, i. e. the 
perceived merit of brand valuation, may be gainfully gleaned 
from the data collected. It is thus appropriate to calculate 
this factor for each of the subjects sampled and use it as a 
variable in subsequent data analysis. This variable, henceforth 
referred to as "merit of brand valuation" (MBV), has been 
computed using the factor loadings generated by the SPSS/PC 
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1. principal components factor analysis. 
The reliability of this variable was tested by calculating 
Cronbach's alpha for the items comprising MBV. While this 
exercise may be viewed as fairly redundant, given the above 
factor analysis, Cronbach's alpha is a widely quoted indication 
of the reliability of a measure. In effect, it provides an 
indication of the average correlation of the items that comprise 
the measure. Cronbach's alpha for the factor loaded items that 
constitute MBV is . 9542. While this appears to be very 
high it 
should be recognized that alphas tend to increase as the number 
of items subjected to the test increases. In this case 13 items 
comprise the measure. This high alpha is put into context by 
Norusis's (1988b) observation that where the average correlation 
between items is .2 on a 10 item scale, alpha - . 
71. 
7.2.2 Marketing orientation 
The measure for the company's degree of marketing-orientation 
was calculated by aggregating the response to questions B3 (My 
company has a strong marketing-orientation), B6 (In my 
organisation marketing has a strong influence over other 
departments) and B8 (In my organisation management thinks in 
terms of serving the needs and wants of well-defined markets 
chosen for their long-run growth and profit potential for the 
company). This aggregation approach is justified by a Cronbach's 
alpha of . 6057 (calculated on 137 cases) for the three 
items. 
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7.2.3 Short-termism 
In a similar manner to that adopted in measuring marketing- 
orientation, the extent to which the company is short-termist 
was measured by aggregating B4 (My company places too much 
emphasis on short-term sales levels) and B5 (My company should 
place greater emphasis on long-term brand development). The 
correlation coefficient (Pearson's r) for these two items was 
somewhat disappointing at only . 31 (calculated on 136 cases), 
however this is still significant at the . 001 level. It was 
expected that these items would have generated a higher 
correlation coefficient. The high statistical significance of 
the correlation provides justification for the aggregation of 
these two items to provide a measure of short-termism, however 
the limitation of this measure should be borne in mind in 
subsequent analysis. 
7.3 Descriptive statistical analysis 
This section commences with an analysis of the brand valuation 
proposition responses. It then proceeds to investigate potential 
variable relationships that are not explored in the hypothesis 
testing section of this chapter. 
7.3.1 Descriptive analysis of brand valuation propositions 
Table 7.5 summarises statistics (mean, standard deviation and 
skewness) pertaining to the brand valuation propositions. The 
items have been ordered by, descending mean score. The first 
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column headed "item" refers to the corresponding questionnaire 
number. The item description represents an abbreviation of the 
content of each proposition, and the "n" heading refers to the 
number of respondents completing the questionnaire item. 
It= Item description n Mean- S't d dev" w 
Cll Policy reminder 134 4.373 1.995 -. 476 
C13 Investor information 134 4.366 1.679 -. 566 
C8 Debate 133 4.203 1.753 -. 616 
C9 Brand value max. 133 4.150 1.717 -. 483 
C12 Strategic planning 134 4.000 1.764 -. 325 
C10 Long term perf. 133 3.962 1.640 -. 326 
C5 Motivation 133 3.902 1.859 -. 179 
C2 Improved planning 133 3.767 1.758 -. 114 
C7 Performance measure 133 3.662 1.678 -. 232 
C6 Ambiguity 133 3.579 1.671 -. 080 
C15 Brand support 132 3.578 1.648 -. 198 
C4 Co-ordination 133 3.436 1.751 . 074 
C3 Participation 132 3.379 1.707 . 056 
In attempting to provide an interpretation of table 7.5 one 
may detect a tendency for the higher mean scores to 
be 
associated with broader, longer-term strategic management issues 
rather than operational matters. Featuring in the top 
6 ranked 
means are items concerned with such matters as policy making, 
long-term performance, debate on performance, strategic planning 
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and investor information. These merits of brand valuation can be 
viewed as concerned with "softer" (less tangible) outcomes e. g. 
they are concerned with "acting as a reminder" to policy makers 
and "increasing debate on brand performance". 
Featuring in the seven items ranked lowest by mean score, are 
'harder" items concerned with more tangible outcomes from brand 
valuation, e. g. brand management performance measurement, brand 
manager participation, brand management co-ordination, and brand 
manager planning. In seeking a theme in the data on perceived 
advantages of brand valuation, these distinctions, based on 
strategic versus operating and "soft" versus "hard" dimensions 
appear to be the most evident. 
7.3.2 Chi-square analysis of variable relationshths 
Further analysis has been made of the brand valuation 
propositions by investigating the relationships between the 
composite variable "merit of brand valuation" (MBV) and several 
contingency factors. This section also summarises the results of 
an investigation into other potential relationships that are not 
involved in the hypothesis testing section of this chapter. 
Table 7.6 summarises the results of chi-square analyses 
conducted with respect to the relationships between profit 
sharing, seniority, market-type and brand position in market 
(these can be viewed as independent variables and constitute 
the rows in table 7.6) and MBV, short-termism and marketing- 
orientation (these can be viewed as the dependent variables and 
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constitute the columns in the table). The letter and number next 
to each of the row variables corresponds to the question number 
in the questionnaire. In the table, the chi-square level of 
significance has been noted where it is below . 1, otherwise it 
is marked as n. s. (not significant). 
MBV Short-termism Marketing- 
orientation 
Profit 
sharing (A4) n. s. n. s. n"s" 
Seniority (Al) sig. n. s. U. S. 
. 01 
Market type (B1) n. s. n. s. Sig 
. 015 
n"s" Brand position 'in n. s. U. S. 
market (B2) 
From the table it can-be seen that no association has been 
found between participation in a performance related pay scheme 
and attitude to brand valuation, short-termism or marketing- 
orientation. One may have speculated in advance of this analysis 
that participation in such a pay scheme would instil a different 
attitude to constructs such as short-termism and marketing- 
orientation, however this study provides no support for such a 
view. Similarly, one may have expected a seniority effect with 
respect to short-termism and perceived marketing-orientation, 
however the only seniority effect uncovered by this study is 
in 
conjunction with MBV. This effect is discussed further below. 
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While no strong expectations were held with respect to the 
"marketing" variables, "market, type" and "brand position in 
market", they were considered to be sufficiently powerful 
environmental factors to warrant investigation. The only 
significant finding in this regard is the association between 
marketing-orientation and market type. Again, this association 
is expanded upon below. 
With respect to the three dependent variables in table 7.6, 
respondents were allocated to 1 of 2 groups (dichotomised at the 
mean) or 1 of 4 groups (with approximately the 25th, 50th and 
75th percentile points used as the basis for categorisation). 
The reason for two bases of categorisation lies in the need to 
strike a balance between a more powerful chi-square analysis 
(based on a greater number of categories) and one that maintains 
a sufficient number of respondents allocated to each cell of the 
cross-tabulation. Bryman and Cramer (1990) suggest that 
chi-square should not be used when more than 20% of expected 
cell frequencies are less than 5. 
For the independent variables "profit sharing" and 
'seniority", respondents were allocated to one of two groups, 
'yes' or "no" for participating in a profit sharing scheme, and 
'director" or "non-director" for seniority. When the dependent 
variables were compared with these dichotomised variables the 
more detailed categorisation formula was employed. When the 
dependent variables were compared to "market type" and "brand 
position in market", which each have more than 2 possible 
responses, the dichotomised categorisation was employed. 
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This approach to designing the chi-square analyses becomes 
clearer when one reviews tables 7.7 and 7.8. These tables 
provide the results of the cross-tabulation analyses applied to 
the two significant relationships highlighted in table 7.6. 
Low 
High 29 
(director) 23.1 
I Seniority 
MBV 
Med-high High 
15 20 
Zlý 19 
Med-low 
24 
23.1 
Low 4ý 8 
(non-director) Qý $yQ i 
Total 33 32 
27% ý 26.2% 
15 
. LA 
30 
24.6% 
7 
Z. 1 
27 
22.1% 
Chi-square - 11.56; D. F. - 3; sig - . 009 
Total 
88 
72.1X 
34 
27.9% 
122 
100% 
Table 7.7 presents the cross-tabulation of MBV with seniority. 
The first figure in each cell is the actual- number of 
respondents allocated to the cell and the second, underlined 
number, refers to the expected cell number. The overall tendency 
apparent in the table is for senior personnel (Managing, 
Marketing and Finance Directors) to score lower than expected 
MBV scores and for less senior (non-directorship level) 
respondents to score higher than expected MBV scores. 
Summarising this observation one may conclude that directors are 
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less favourably disposed to brand valuation compared to 
non-directorship management. The nature of this relationship is 
further analysed later in this chapter. 
Table 7.8 presents the results of the cross-tabulation of 
marketing-orientation by market type. While it was reported 
above that this table yields a statistically significant 
chi-square, a precautionary note should be sounded. As has 
already been mentioned, a prerequisite of a reliable chi-square 
is that not more than 20% of expected cell frequencies are less 
than 5. In this table 25% of the expected cell frequencies are 
less than 5. The statistically significant chi-square should 
thus be afforded no greater importance than a suggestion of an 
interaction between marketing-orientation and market type. 
Despite this reservation, one could well expect to see a 
relationship between a company's marketing environment and its 
marketing-orientation. 
In order to circumvent this statistical problem, due 
consideration was given to joining some of the categories. This 
was not done, however, for the following two reasons: (1) it was 
not felt that merging the groups could be done in a manner that 
maintained the value of the analysis; and, (2) the implications 
of such a relationship concerned with marketing variables are 
outside the scope of this accounting study, and therefore the 
relationship will not be exposed to further analysis. 
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New, emerging 
market 
Established, 
TYPE OF 
growing m'kt 
MARKFT_ 
Mature stable 
market 
Declining 
market 
MARKETING- 
Low 
1 
ORIENTATI 
High 
._ 
0 
ON 
Total 
1 
Q.. ý Q. ý . 7% 
I 
11 
I 
( 30 
I 
1 41 
18.7 22.3 30.6% 
I 
39 38 
1 
77 
35. ]. 41.. 4 57.5% 
10 5 15 
ßa I $,. 2 1 11.2% 
Total 61 I 73 
45.5% ý 54.5% 
Chi-square - 10.49; D. F. - 3; sig - . 014E 
7.4 Hypothesis testing 
134 
100% 
This section of the chapter is concerned with employing the 
construct measures described in section 7.2 to test the 
hypotheses posited in chapter 5. A secondary, ulterior aim of 
this section is the development of an explanatory model of 
"attitude to brand valuation". This secondary objective is 
linked to the first due to the common manner in which regression 
analysis can be used in the pursuit of both. Initially, matters 
pertaining to the statistical methodology are outlined. This is 
followed by a description of the manner and results of 
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hypothesis testing. 
The 3 B. V. hypotheses, which were stated in chapter 5 in the 
alternative form, are now restated in their null form as 
follows: 
1) Perceived short-termism has no statistically significant 
association with attitude to the merit of brand valuation. 
2) Perceived marketing-orientation has no statistically 
significant association with attitude to the merit of brand 
valuation. 
3) Marketing-orientated managers, when compared to accounting- 
orientated managers, do not hold a significantly different 
attitude to the merit of brand valuation. 
The development of the 3 hypotheses in chapter 5 had an 
underlying causality inference, i. e. short-termism, marketing- 
orientation and function cause a changed view on the benefits of 
brand valuation. Care has been taken, however, to remove 
causality from the null hypotheses, this is because proof of a 
causal relationship between two variables is fraught with 
philosophical, problems (Cook and Campbell, 1979; Nunnally, 
1978). The problems associated with using statistical techniques 
as the basis of testing causality is expanded upon by Van de 
Geer (1971, p. 112): 
"..... let us state explicitly that correlations 
never prove causal relations. All they can do is 
to be consistent with some causal theory. 
... formal analysis of data is only one way to 
arrive at an understanding of the real world, and 
formal analysis is not sufficient by itself. It 
should be guided by what is reasonably known 
about the content to which the data refer. " 
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It should be noted that the hypotheses tests conducted below 
are thus concerned with evidence of statistical association. as 
evidence of causality is beyond the scope of statistical 
techniques. 
7.4.1 Statistical methodology issues 
Before a discussion of the specific statistical techniques 
used to explore the hypotheses, attention should be drawn to the 
issue of parametric versus non-parametric tests. It is widely 
acknowledged that to use parametric tests (which are more 
powerful than non-parametric tests) one must take heed of the 
following three conditions (Norusis, 1988a): 
1) the level or scale of measurement is of interval or ratio 
scaling; 
2) the variances of variables are homogeneous; and 
3) the population scores have a normal distribution 
There is, however, limited consensus on the extent to which 
these conditions have to be satisfied. With respect to the first 
condition, Lord (1953) adheres to the view that parametric tests 
can be applied to ordinal variables. He suggests that tests are 
concerned with numbers and not with what they signify. Bryman 
and Cramer (1990) see a trend in the direction of treating 
multiple item attitudinal scales as having the qualities of 
interval variables. They also note that there does not appear to 
be a rule of thumb which allows the researcher to define a 
variable as being definitely ordinal or interval. with 
researchers such as Labovitz (1970) suggesting that almost all 
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ordinal variables can be treated as interval variables, it would 
be inconsistent with contemporary social science research if the 
multiple-item scales predominantly used in both questionnaires 
in this study, were viewed as not satisfying the conditions of 
parametric statistical tests. 
With respect to the second two conditions, several studies 
(e. g. Boneau, 1960; Games and Lucas, 1966) have specifically set 
out to explore the implications of substantially departing from 
the conditions. It has been found that results are not greatly 
affected by relaxing these assumptions, except in the instance 
where the variance of variables is not homogeneous and also the 
populations depart from a normal distribution. Parametric tests 
have not been used in the subsequent analyses where the sample 
is below 30. With respect to variances of sub-samples, tests 
have been conducted to inspect for inequality. 
Three statistical techniques are drawn on to investigate the 
hypotheses: regression and some correlation analysis are 
employed with respect to the first two hypotheses while the 
third hypothesis is primarily investigated via the t-test. 
7.4.2 Testing B. V. Hypotheses 1 and 2 
In this section methodological issues specifically pertaining 
to the testing of the first two hypotheses are outlined. This is 
followed by a description of the findings of the statistical 
enquiry. 
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7.4.2.1 Testing B. V. Hypotheses 1 and 2- methodological issues 
The regression analysis of the first two hypotheses involves 
short-termism and marketing-orientation as the independent 
(explanatory) variables in connection with MBV (the dependent 
variable). In an attempt to gain greater explanatory power over 
MBV, other contextual (or environmental) variables have been 
included as independent variables in the model. These variables 
are: 1) marketing vs. accounting function, 2) nature of brand 
management involvement, 3) experience with brand valuation, 4) 
nature of the brand's market, and 5) brand's position in market. 
The first three variables relate specifically to the individual, 
while the last two pertain to the brand and its market. 
Functional area (accounting or marketing) was measured by 
question 1, section A. As this variable is defined in nominal 
terms, dummy variables were created consistent with the 
dichotomy of accounting-orientation (answers 2,3 and 4) and 
marketing-orientation (answers 5,6 and 7). Similarly, in order 
to facilitate inclusion in the regression analysis, dummy 
variables were created to deal with the variable "nature of 
brand management involvement" (question 3, section A). Brand 
valuation experience was measured by question 1, section C. 
Dummy variables were also created for the nature of the brand's 
market (question 1, section B) and brand's position in the 
market (question 2, section B). 
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Hanke and Reitsch (1989) identify four underlying assumptions 
of the regression model: 
1) The first assumption is that the variables come from a 
bivariate normal distribution. Hanke and Reitsch note that when 
the sample size is in excess of 30, the central limit theorem 
provides a rationale for using the regression model without a 
need to verify the normality assumption. Due to missing values 
for one or more'of the' variables included in the regression 
equation, the number of cases in the regression run is limited 
to 121. As this is well in excess of 30, one can conclude that 
this first assumption has been satisfied. 
2) The second assumption requires that the dispersion of 
observations around the regression line is homoscedastic, i. e. 
the points around the line show no pattern. Violation of this 
assumption is evident when the errors or residuals do not 
exhibit a constant variance across the entire range of values. 
This violation is referred to as heteroscedasticity. 
Investigation of the scatter plot produced by the regression 
equation developed below did not reveal any heteroscedastic 
tendency. 
3) The third assumption requires that the independent 
variables are not correlated among themselves. Such correlation, 
referred to as autocorrelation or multicollinearity, detracts 
from the stability of the regression equation. As noted below, 
the first step in the regression analysis involved the 
generation and inspection of a correlation matrix of all 
variables to be entered into the equation. Apart from 
correlations between dummy variables generated from the same 
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nominal variable, no correlations above . 
45 were noted. Bryman 
and Cramer (1990)-, suggest that correlations above . 8, represent 
a suggestion that autocorrelation is present. The low 
correlations between independent variables in this study suggest 
that autocorrelation does not represent a problem in this 
instance. 
4) The final assumption relates to the fact that the 
regression equation is a linear model. By plotting the data in a 
scatter diagram one can inspect for curvature, thereby avoiding 
misspecification of the equation. While a curved relationship 
was not expected, the relationships between the dependent 
variable (merit of brand valuation) and each of the independent 
variables, described above, were investigated via scatter 
diagrams. These scatter diagrams did not reveal any curved 
relationships. 
7.4.2.2 Testing BV Hypotheses 1 and 2- description and results 
The first stage in the regression analysis was taken 
by 
computing a, correlation matrix of all variables to be included 
in the regression equation. This was done for two reasons: 
1) As described above, to investigate for any significant 
autocorrelation. 
2) Hanke and Reitsch (1989) recommend analysing the 
correlation matrix as a first step in regression modelling. High 
correlation between the dependent variable and an independent 
variable is suggestive that the independent variable will 
be 
significant in a regression equation. This step can therefore 
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help in seeking an optimal regression equation. The correlation 
matrix revealed a statistically significant Pearson's r of . 351 
between MBV and degree of short-termism. 
The SPSS stepwise regression procedure revealed only one 
statistically significant independent variable - degree of 
short-termism {n - 121). The equation generated is: 
MBV - 23.81379 + 1.97705 (S. T. ) +E 
where: 
MBV - merit of brand valuation 
S. T. - degree of company short-termism 
E- error 
The adjusted multiple coefficient of determination (R 
2) for 
this equation is . 
11585. This coefficient is indicative of the 
amount of explained variance in the independent variable (MBV). 
The adjusted R2 represents a more conservative measure than 
the unadjusted R2, as the former recognizes the number of 
independent variables involved. 
The F ratio, which is a test of the statistical significance 
of the equation, is significant at the . 0001 
level, while the t 
value, which is concerned with the significance of each 
regression coefficient, is also significant at the . 0001 
level 
(as there is only one significant independent variable, this is 
to be expected). 
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The low R2 highlights the fact that the independent 
variables entered into the equation are limited as explanatory 
factors for the variance in MBV. Nevertheless, the highly 
significant t value is strongly supportive of the hypothesised 
relationship between the degree of company short-termism and 
MBV. 
With respect to computer output pertaining to the independent 
variables not found to be statistically significant in the 
regression equation, three would appear to warrant further 
description. The output relating to variables not included in 
the equation highlights the critical values that they would 
assume if included in the equation. Brand value experience would 
assume a regression coefficient of . 12279 (this is 
directionally 
consistent with the view that B. V. experience is positively 
associated with MBV) and at value significant (T Sig) at the 
level of . 1604. Marketing-orientation would assume a regression 
coefficient of -. 04956 (this is also consistent with the 
directional nature of the earlier hypothesis) and aT Sig of 
. 5659. These statistics can be seen to provide very weak support 
for a positive relationship between brand value experience and 
MBV. The only other independent variable that is worthy of note 
is the dummy variable "overall market follower" with a 
regression coefficient of -. 16796 and-a T Sig of . 053. This 
represents weak support for the view that there is a negative 
relationship between brands that are overall market followers 
and MBV. 
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In order to verify the reliability of the statistically 
significant role played by short-termism as an independent 
variable in the above equation, 5 randomly generated split 
halves of the sample were taken. A regression equation was again 
calculated for each of these random sub-samples. Each iteration 
indicated that short-termism is the only statistically 
significant independent variable (Sig T< . 05). Sig T values 
for 
short-termism varied from . 03 to < . 001, and R2 
for the 
regression equations varied from . 07 to . 
218. The fact that 
short-termism is a significant independent variable in all of 
the randomly generated sub-samples, supports the statistically 
significant finding generated from the analysis of the entire 
sample. 
Although function (i. e. marketing vs accounting) does not play 
a significant explanatory role in the above equation, it was 
felt appropriate to further analyse the relationship between 
short-termism and MBV for functionally based sub-samples. For 
the accounting sub-sample (n - 56), short-termism is again the 
only significant independent variable (R 
2- 
. 
11188, Sig T 
-. 003). For the marketing sub-sample (n - 44), however, the 
relationship is not as strong with the significance of the t 
value for short-termism dropping to . 085. It 
is also pertinent 
to note that, with respect to the marketing sub-sample "overall 
market follower" is the most significant independent variable (B 
- -11.1588, R2- . 0977, Sig T- . 0184). 
The finding that function has a degree of influence in the 
relationship between short-termism and MBV, prompted an enquiry 
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into whether there is a significant interaction between function 
and short-termism as explanatory variables for MBV. A. regression 
equation was formulated that included function and short-termism 
as an interactive independent variable. The interactive variable 
was not found to be statistically significant in the regression 
equation (Sig T- . 5279). 
Two final sub-samples, high brand valuation experience and low 
brand' valuation experience were analysed using the same 
regression equation. With respect to the high brand valuation 
experience group (n - 49) short-termism is again evident as the 
only significant independent variable (Sig T- . 003), and 
R2 
exhibits an increase at . 17408. For the 
low brand valuation 
experience sub-sample (n - 79), short-termism is again 
significant (Sig T- . 002) and R2- . 
11787. 
The results of these hypotheses tests lend support for the 
rejection of the null hypothesis that perceived short-termism is 
not associated with perceived merit of brand valuation. No 
evidence has been provided, however, that supports the rejection 
of the null hypothesis concerning an association between 
marketing-orientation and KBV. 
7.4.3 Testing B. V. Hypothesis 3 
The previous section, which involved regression and 
correlation analysis, can be seen to be concerned with finding 
relationships between variables. This section, however, is 
concerned with finding differences between variables. More 
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specifically, it will test hypothesis 3 by exploring the nature 
of the difference in MBV between accounting and marketing- 
orientated sub-samples. 
Despite the heading to this section, which, in keeping with 
the chapter's organisation, refers specifically to one 
hypothesis, subsequent discussion is conducted from the more 
general perspective of an enquiry into differences in MBV for 
several sub-samples. In addition to reviewing functionally based 
groups, an enquiry has been conducted into a potential "brand 
valuation experience" and a seniority effect. 
Three analyses using different dichotomies of function have 
been used to investigate the relationship between function and 
MZV. As an initial step in this investigation, a table was 
developed identifying mean 1MBV by job title. This is reproduced 
below as table 7.9. 
It is interesting to note that the largest means are for 
"Others" (which includes titles concerned with areas such as 
Public Relations and R&D)'and "Chief Accountants". One should 
not read too much significance into this observation, however, 
as both are represented by a small number of cases, 8 and 9 
respectively. Of greater significance is the observation that 
Finance Directors, represented by 40 respondents, appear to be 
significantly below the mean MBV. This table represents an 
alternative perspective on the earlier cross-tabulation analysis 
which found a significant association between seniority and MBV. 
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Title Min td dev Cases 
Managing Director 38.9 14.79 16 
Finance Director 34.3 16.34 40 
Chief Accountant 49.1 7.94 9 
Other Accounting 44.3 9.18 10 
Marketing Director 41.7 14.12 32 
Marketing Manager 42.0 15.09 13 
Brand Manager 46.34 6.13 3 
Other 52.12 5.82 8 
Population 40.5 14.65 130 
In order to test B. V. hypothesis 3, four sub-samples were 
identified for further analysis: marketing-orientated managers 
vs accounting-orientated managers and marketing directors vs 
finance directors. 
7.4.3.1 Marketing vs Accounting-orientated managers 
With respect to the. first two sub-samples, marketing- 
orientated managers include those respondents who identified 
with one of the following position titles: Marketing Director, 
Marketing Manager, or Brand Manager; while accounting-orientated 
managers include respondents identified as either Finance 
Director, Chief Accountant, or Other Accounting. As the sample 
size satisfies the requirements of parametric statistical 
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analysis, the t-test was employed to investigate the differences 
in means. As the F Test is insignificant (Sig - . 513), the 
variances between the subsamples is treated as not being 
significantly different (Bryman and Cramer, 1990). This suggests 
that one should refer to the t value based on the pooled 
variance and not the separate variance test. As can be seen from 
the table below, this is significant at the . 081 level (1-tail 
prob. ). 
Function än Std Dev Cases Std Err 
Accounting-orientation 38.2 15.18 74 1.76 
Marketing-orientation 42.1 13.88 48 2.00 
F 1-tail J Pooled Variance Estimate 
Val ue ____ 
Prob ýt value p 1-tail Prob 
1.2 
. 256 ý -1.41 120 . 081 
As the underlying working hypothesis is directional (i. e. that 
marketing managers have a more positive attitude to MBV than 
accounting managers) the 1-tail probability test has been 
employed, and the computed confidence limit is . 081. B. V. 
hypothesis 3 is thus rejected at the .1 
level, but not at the 
. 05 level. 
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7.4.3.2 Marketing vs. Finance directors 
This same hypothesis was investigated by analysing the 
difference in mean MBV between Marketing Directors and Finance 
Directors. This approach to testing the hypothesis suffers from 
a reduction in the number of eligible respondents, however it 
benefits from the greater control attained by limiting the 
respondents analysed to the same organisational level, i. e. 
director. The results of the t-test of finance and marketing 
directors are presented as Table 7.11. 
T test of mean MBV by Finance and Marketing directors 
Function Std Dev, Cases St Err 
Finance directors 34.3 16.34 40 2.58 
Marketing directors 41.7 14.12 32 2.49 
F 2-tail ý Pooled Variance Estimate 
Value Prob t value D"F" 2-tail Prob 
1.3 
. 202 -2.02 
70 . 024 
Again, the insignificant F value indicates that it is 
appropriate to refer to the pooled variance t value. This is 
significant at the . 
05 level and therefore lends support to the 
rejection of the null B. V. hypothesis 3. 
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7.4.3.3 Matched pairs test-_A ountants vs. non-a. coumt&nts 
In order to further investigate differences in MEV and job 
orientation, a matched pairs test of accounting-orientated 
respondents vs. non-accounting respondents was conducted. The 
matching was made in accordance with company, i. e. two 
respondents from one company constitute a matched pair. A 
problem encountered when conducting this test was the small 
number of matched pairs available where both respondents had 
completed the questionnaire with no critical missing values. It 
would have been" preferred to distinguish between pairs by 
accounting and marketing-orientation, however this would have 
limited the number of eligible matched pairs to 19. By 
broadening the pairing criteria to include accounting and 
non-accounting orientation, it was possible to increase the 
number of pairs analysed to 24. This number should still be 
regarded as low as it compromises the power of statistical 
tasting. 
The earlier assumption of -a normal distribution is threatened 
as the sample size drops below 30 (Churchill, 1987).. Due to the 
small number of pairs available, the non-parametric Wilcoxon 
matched-pairs signed-ranks test for two related samples has been 
used to test for differences between the two sub-samples. The 
mean ? ßV for accountants (acc) in this sub-sample is. 38.43 and 
for non-accountants (non-acc) 44.72. The result of the Wilcoxon 
test of matched pairs is presented as table-7.12. 
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ACCOUNTANTS VS NON-ACCOUNTANTS WILCOXON TEST OF MAY 
Mean rank Cases 
15.54 12 - Ranks acc lt non-acc Z- -1.04 
9.46 12 + Ranks ace gt non-acc 12-tail P- .3 
0 Ties 
The'Wilcoxon signed-ranks test involves the computation and 
ranking of different scores between pairs. From the table it can 
be seen that the pairs are equally split between accountants 
with a greater MBV and accountants with a lower MBV. It can also 
be seen that the average rank of accountants having a lower HBV 
is greater than the average rank of non-accountants having a 
larger MBV. This test does not allow rejection of a null 
hypothesis concerning accountants, non-accountants and MBV as 
the 1-tail probability is insignificant at . 15. 
7.4.3.4 Brand valuation experience and MBV 
It is possible that experience with brand valuation will 
affect attitude to brand valuation. In order to investigate this 
possibility, a t-test was conducted with the 2 groups defined on 
the basis of score on question Cl (extent of involvement in a 
brand valuation). The two groups were: (1) respondents scoring 6 
and 7 on question Cl (high brand valuation experience); and (2) 
respondents scoring 1-5 on C1 (low brand valuation 
experience). The results of this test are presented as Table 
7.13. 
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T 
B. V. ex 
-TEST OF MEAN M 
perience 
BV BY BRAND VA 
Mean 
LUATION XPERTENCE 
Std Dev Cases Std Err 
High B. V. experience 42.4 14.45 49 2.06 
Low B. V. experience 39.36 14.74 81 1.64 
F 2-tail Pooled Variance Estimate 
Ya113S Prob t value D"F. 2-tail Prob 
1.0 
. 894 1.14 128 . 257 
While the mean MBV for the high B. V. experience group is in 
excess of the low B. V. experience group, it is not statistically 
significant. 
7.4.3.5 Seniority and HBV 
The earlier chi-square finding that seniority (operationally 
defined as director vs non-director) is related to MBV prompted 
more specific test designed to investigate the significance of 
seniority in the context of MBV. A t-test was thus designed with 
seniority as the independent variable and MBV the dependent 
variable. The results of this test are presented as table 7.14. 
In this t-test the separate variance estimate was used due to 
the significant F value. The test provides further support to 
the view that managers not holding a directorship are more 
Positively disposed to brand valuation than directors. The 
t-test is significant at the . 
009 level. 
-251- 
T-TEST OF MEAN MBV BY SENIORITY 
, eniority Mean Std ev Cases Std Err 
Director 37.82 15.49 88 1.65 
Non-director 44.70 11.37 34 1.95 
F 2-tail Separate Variance Estimate 
Y31= Prob t value D. F. 2-tail Prob 
1.86 
. 048 -2.69 81.42 . 
009 
7.5 Reliability and validity issues 
I- 
Reliability is concerned with the stability, and consistency 
With which an instrument measures the construct in question. 
External reliability refers to the degree of consistency of a 
seasure over time and internal reliability is concerned with the 
extent to which a multiple item question measures a single 
construct and whether the items are internally consistent i. e. 
highly correlated. One also talks of internal and external 
Validity. The former is concerned with the extent to which an 
observed effect is truly present and attributable to the factors 
claimed by the researcher. External validity is most usually 
Used in the context of the generalisability of sample based 
research results to a population. Initially, the implications of 
eternal and internal validity to this study are considered. 
This is followed by a review of external and internal 
reliability. 
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7.5.1 External validity 
External validity is usually taken to refer to the extent to 
Which the findings based on a sample can be generalised to the 
Population of interest. Some authors (Cook and Campbell, 1979) 
alao use the term in the broader sense of the reliability with 
Yhich findings can be generalised to other times, settings etc. 
The implications for this study of the broader interpretation of 
external validity are now explored. 
The issue of generalisability to a population of interest 
invokes the issue of sampling bias. Evidence that a study is 
free from sampling bias has to address the two issues discussed 
below. 
1) Are the sample's participating managers systematically 
different from the sample's non-respondents? This is always a 
problematical issue for the researcher, as information has tobe 
obtained about individuals who are apparently unwilling to be 
involved in the study. 
One way of investigating whether respondents hold critically 
different views compared'to non-respondents is to compare data 
collected on the first questionnaire mailing with data collected 
O the second mailing. This investigation is conducted on the 
premise that if a reluctance to participate in the study is 
related to a critical variable in the study, the relationship 
44Y be evident in differences between 2nd mailing (more 
reluctant to participate) respondents and 1st mailing (less 
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reluctant) respondents. A t-test was conducted in order to 
compare the 1st mailing and 2nd mailing respondents' mean scores 
on the following critical variables: MBV, short-termism, 
sarketing-orientation and brand valuation experience. None of 
these tests produced any results significant at the .1 
level. 
One potential reason for not responding to the questionnaire 
is a strongly held aversity to brand valuation. If this was 
found to be the case it would clearly compromise the results of 
the study. When enquiring into the reasons for non-response, 
(information was obtained from 31 non-participants and reported 
in chapter 6) no reference was made by any of the 
Mn-participants to an opinion either in favour of, or in 
OPPosition to, brand valuation. 
2) Is there evidence that the study sample is representative 
of the population? With respect to our ability to generalise 
findings to the population of interest (British based, strongly- 
braided, FMCG companies) a potential source of bias arises from 
the selection of companies, as no complete and comprehensive 
listing 
of strongly branded FMCG companies has been found. 
Rovever, 
as no more complete listing is available and a large 
1 aple was drawn, the selected sample is not believed to 
represent a serious threat to the generalisability of the 
1tudy's findings to British based, strongly-branded, FMCG 
coopanies. 
with respect to our ability to generalise the results of this 
study to other times and settings, we should recognize that the 
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timing of hypothesis development and data collection was special 
due to the topicality of the brand valuation debate. This debate 
is not expected, however, to carry a detrimental impact on the 
study's attempts to gain a balanced and generalisable insight 
into attitudes to brand valuation. This is because: 
1) The debate has been concerned primarily with financial 
accounting issues surrounding brand valuation. The subject 
tatter of this research clearly has an alternative, management 
accounting perspective on brand valuation. 
2) The debate has been fairly well balanced with views both 
for and against brand valuation well rehearsed in the 
professional literature. The impact of this debate can thus be 
interpreted to be informative rather than prone to producing a 
biased view. Had this survey been conducted before or well after 
the issue was highly topical, responses may have suffered from a 
lack of interest and ignorance. 
Despite this defense of the timing of data collection on 
attitudes to brand valuation, one should be aware that the 
? -Opicality of the debate carries a potential to impact on the 
findings in this study. 
Related to the issue of generalisability of the findings to 
other times is the ability to generalise findings to other 
ttttings. Our ability to generalise the findings internationally 
i" severely compromised by several factors: 
i) Different economic, political and professional (accounting 
marketing) environments may impact on brand valuation 
"ttltude. One specific environmental factor is the nature and 
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degree of short-termism in an economy. One frequently hears 
suggestions that the British and U. S. economies suffer from an 
overemphasis on the short-term (Hayes and Abernathy, 1980). If 
such a difference in short-termism exists, one should qualify 
any attempts to generalise, on an international scale, this 
study's finding that attitude to brand valuation is related to 
perceived short-termism. 
2) The different financial accounting treatment applied 
internationally to intangibles and goodwill can well be expected 
to influence accountants' views on brand value accounting. For 
example the USA has much more stringent financial accounting 
policies with respect to intangible asset accounting. This 
stringency does not permit the degree of flexibility currently 
employed in accounting for intangibles in Britain. 
These issues, raised in the context of external validity, 
suggest that considerable care should be exercised in any 
attempt to generalise the findings beyond Britain. The 
possibility that the topicality of the brand valuation debate 
detracts from the validity of generalising to other times should 
also be noted. 
7.5.2 Internal validity 
Internal validity is concerned with whether an apparent causal 
relationship is due to alternative causal factors that have not 
been accounted for by the researcher. If it is hypothesised that 
causes B then internal validity issues pertain to the 
possibility that c causes both A and B and, in the absence of 
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monitoring C, it may appear that A has led to B. 
Cook and Campbell (1979) refer to 13 threats to internal 
validity. The majority of these, however, are not relevant to 
this study as they are concerned with test-retest experimental 
research designs. One can never completely remove threats to 
internal validity as there are an infinite number of potentially 
iSplicated variables that have not been measured by the 
researcher. The strongest defence against the threats to 
internal validity is to ensure that hypothesised relationships 
are built on a sound theoretical and rational basis. The B. V. 
hypotheses were posited as a result of interviews conducted with 
experts heavily involved with brand valuation. Such an approach 
appears to be the most appropriate action that can be taken to 
card of internally invalid research. 
In addition, the potential for a role played by important 
larketing variables such as market type and position in market 
has been investigated. No evidence of a role' played by these 
dariables in affecting the hypothesised relationships has been 
discovered. 
7.5.3 External and internal reliability 
As noted above, internal reliability concerns the extent to 
Vhich the multiple items of a measurement instrument are 
beasuring the same thing and external reliability relates to the 
degree of consistency of a measure over time. To attempt a 
t4test of the MBV measurement instrument would have been an 
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S1 
ispractical exercise given the mailing nature of questionnaire 
administration. Such an attempt can be expected to antagonise 
the respondents and thus provide an invalid basis for attempting 
a test-retest exercise. For this reason no attempt has been made 
to appraise the external reliability of the B. V. questionnaire 
items. Due to similar problems, such rigorous testing of the 
external reliability of a questionnaire instrument is rarely 
attempted in non-experimental social science research. 
Internal reliability assessment, however, is much more within 
the practical scope of the social scientist. Considerable 
uulysis of the MBV, short-termism and marketing-orientation 
"saures was made in section 7.2. The most widely applied 
statistical technique for appraising the internal reliability of 
stich measures is Cronbach's alpha which was calculated for each 
of the multiple items. 
1.6 Conclusion 
this chapter has described the statistical analysis applied to 
data collected via the B. V. mailed questionnaire. The 13 
attitude to brand valuation items were subjected to a factor 
analysis with the result that one underlying strong theme was 
vered. Consideration was given to exploring a second factor, 
kVever this was dismissed, for while it produced an eigenvalue 
Plater than unity for the principal components analysis, this 
14= not achieved in the principal-axis factor analysis. It was 
4120 found that the second factor did not comprise items that 
Zi0ºlded the basis for rational discrimination from other items 
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not associated with the factor. 'The factor loadings generated by 
the principal components analysis were used as the basis for 
calculating the variable "merit of brand valuation" (MBV). 
Analysis of the brand value attitude items yielded an apparent 
tendency for higher scores to be associated more with the 
strategic-orientated benefits of brand valuation than the 
operational-orientated advantages. 
Regression analysis provided support for the hypothesis that 
respondents' perceptions of the degree of short-termism in their 
firm is positively associated with attitude to brand valuation 
(Sig - . 0001). No support was provided, 
however, for the 
hypothesised relationship between marketing-orientation and 
brand valuation attitude. 
The final hypothesis, that marketing-orientated managers are 
more positively disposed to brand valuation than accounting- 
orientated managers, was provided with mixed support. Using 
t"tests it was found that the hypothesised relationship was 
supported at the .1 level of significance when all marketing- 
orientated management are compared to all accounting-orientated 
'anagement. The relationship appears to be stronger when 
'arketing directors are compared to finance directors, (sig < 
. 05). Attempts to also analyse functionally based differences 
pia a matched pairs test between accountants and non-accountants 
failed to produce any significant findings. 
One final significant finding is that non-directors scored MBV 
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higher than directors. A t-test analysis of this difference 
proved to be significant at the . 01 level. The 
implications of 
these various findings will be the subject of discussion in the 
final chapter. 
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8.1 Introduction 
The statistical analysis of data collected via the B. M. ' 
questionnaire <Appendix 2 A) is described in this chapter. This 
; questionnaire, concerned with organisational and behavioural 
data relevant to the way that the accounting system 'is operated, 
; '_ was completed by 88 Brand Managers in 9 FMCG companies (chapter 
6). 
The layout of the chapter is similar to that adopted in 
chapter 7. Initially, an analysis of the internal consistency of 
the variables to be used in hypotheses testing is conducted. The 
method used to measure these variables was introduced in chapter 
6. Correlation, regression and factor analysis techniques are 
drawn upon in the course of the internal reliability appraisal. 
Section (8.2) constitutes a general, descriptive analysis of 
the data collected. Insights into the nature of the data are 
sought by conducting cross-company analyses. This enquiry 
is 
augmented by specific analyses into the nature of the two main 
accounting-orientated variables of interest: participation 
in 
_-;; 
budget-setting and reliance on accounting performance measures. 
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A critical role served by this chapter involves a description 
of the testing applied to the B. M. hypotheses posited in chapter 
s" The description of these tests is made in section 8.3. As 
the principle statistical techniques used in hypotheses testing, 
regression'and correlation, were encountered in the previous 
chapter, limited methodology discussion is warranted in this 
chapter. This section concludes with a summary of the 
significant findings arising out of the hypotheses tests. 
The penultimate section of the chapter is concerned with 
reliability and validity issues arising out of the B. M. survey. 
Finally, the concluding section summarises the major matters 
tclating to the statistical analysis. A broader discussion of 
use matters is deferred to the final chapter. 
="2 Vari_able measurement 
=. 2.1 Participation 
The Milani {1975) six item measure of participation (questions 
11-6) 
attained a Cronbach alpha of 0.7798 (n - 87). This 
t *pares less favourably with the alphas reported in the 
literature, 
e. g. Brownell and Hirst (1986), Dunk (1989) and Mia 
(1989) 
achieved alphas of 0.89,0.87 and 0.91, respectively. For 
*4f reason, consideration was given to dropping the most 
$t+tistically incongruous item from the measure (B2 - How would 
You describe the reasoning that your superior provides when 
tking budget decisions ? ). Dropping this item would have 
='=lilted in a marginal increase of Cronbach's alpha to 0.7972. 
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Before making a decision on this matter, a factor analysis, in 
a similar manner to that adopted by Brownell (1982a), was 
conducted of the six items. The results of this factor analysis 
are presented as Table 8.1. 
TABLE 8.1 
FACTOR ANALYSTS OF 'PARTICIPATION" QU ESTIONNAIRE I TEMS 
Factor Eigenvalue Z of Var 
1 2.96584 49.4 
2 1.03809 17.3 
Principal-Components 
Analysis 
Varimax ro tation 
-Item _ Factor 1 Factor 2ý 
ifluence' on 
Factor 1 Factor 2 
, final budget (B 4) . 87838 . 07186 ý . 79595 . 
37840 
C*atribution 
tO budget'(B 5) . 83731 . 12285 
ý . 77781 . 
10544 
Frequency 
of budget 
toasultation (B 6) . 76471 -, 17697 
J 
, . 
75144 -. 35798 
Ztent of budget 
ºolvement (B 1) . 61412 -. 06006 
J 
. 73947 . 
41152 
Perior's budget 
ý 
letting reasons (B 2) . 44682 . 78850 . 59556 . 
16141 
b quencyf of unsolicited 
B requests (B 3) . 57587 -. 60098 
ý 
. 13848 
6 
. 89556 
The principal-components factor analysis reveals two factors 
pith eigenvalues greater than 1. These results are very similar 
to 
reported by Brownell who also found two eigenvalues 
treater than unity. In this study, the eigenvalue and pe rcentage 
-263- 
of variance explained by the second factor are 1.038 and 17% 
respectively, while in Brownell's study they were 1.037 and 17% 
respectively. It should be noted that in both studies the 
tigenvalue of the second factor is only marginally greater than 
one. 
Previous studies using this measure have all aggregated the 
$ix survey rating scores to provide a measure of participation. 
On the basis of the results generated by the review of 
Cronbach's alpha and the factor analysis of the six 
Participation" items, it was decided that this approach is most 
'Ppropriate in this study. 
The appropriateness of this approach is supported by the 
following 
comments : 
1) Dropping B2 and aggregating the other five items would have 
resulted in only a very marginal increase in alpha to 0.7972. 
2) To have calculated the participation measure on five items 
"r to have computed a weighted score based on factor loadings 
bjd have compromised the comparability of the results of this 
stUdy with those of a growing body of literature based on the 
Allani 
measure. 
3) Support for the approach adopted here is provided by 
ItQVnell (1982a) who regarded his (similar) results as "fairly 
'+tisfactory 
evidence of the additivity assumption implicit in 
41+4i's 
measure". 
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8.2.2 Task uncertainty 
The task uncertainty (T. U. ) measure is based on the Withey et 
ý. (1983) instrument that has been used in accounting research 
by Brownell and Hirst (1986). Cronbach's alpha was calculated 
for the ten items (questions B7 - B16). This was found to be 
0.8138 (n - 82) which is comparable with Brownell and Hirst's 
(1986) 0.82 alpha for the same measure. Brownell and Hirst 
Mewed this as a satisfactory indicator of the measure's 
iaternal reliability. 
It was decided, however, to analyse these items beyond the 
results reported by Brownell and Hirst. Initially, the ten T. U. 
Items were subjected to a. principal -components and a principal 
axis factor. analysis. The results- of these two analyses are 
tabled below. In the principal-components factor loadings 
sºtrix, the item descriptions have been slightly reworded in 
order to fit them into the table. Also included in the factor 
la+dings 
matrix is the communality of each item. This refers to 
amount; of the variation of each item, that has been 
accounted for by the factor solution. 
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p inc pal -cononents princ ipal ax 
£ä. t2 Eigenvalue % of Var ý Fact or Eige nvalue % of Var 
1 3.81453 38.1 ý1 3.80703 38.1 
2 1.97173 19.7 j2 1.96880 19.7 
3 1.15117 11.5 3 1.16666 11.7 
Principal-components 
. _Item 
Fdec ription 
factor 
Factor 
1 
loading 
Factor 
2 
s matrix 
Factor Commun 
ity 
Ibw repetitious are your duties? (B 10) . 72784 -. 53556 -. 
07876 . 82278 
ir+od management involves 
repetitive activities? (B 12) . 71428 -. 38279 . 16176 . 
68290 
20 'that extent is your y: rk routine? (B 15) . 70915 -. 48110 . 
06492 . 73856 
tWerstandable 
sequence of steps 14doing your work? (B 13) . 68338 . 43010 -. 
53393 . 93707 
rya way to 44 York? 
_, 
(B, 11) . 63838 . 38467 . 
23406 . 61028 
'allow 
steps in carrying 
work? (B 8) . 60731 . 46203 -. 
59555 . 93698 
aerally, 'brand management ''olves 
the same job? (B 9) . 56962 . 06630 . 
22295 . 37857 
clearly defined subject matter 
uid 46574 68236 g e your work? (B 16) . 50921 . 45404 . . 
44 there` established procedures ° d your work? (B 14) . 47119 . 42721 . 
36722 . 53938 
i eaany of your tasks the same 
day to'day? (B 7) . 47175 -. 60615' -. 
13630 , 60854 
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The emergence of three factors with eigenvalues greater than 
One. prompted a rotation analysis of the factors. Table 8.3 
Outlines the results of an orthogonal and -an oblique rotation of 
the three factors arising from the principal-components 
+nalysis. `The breaks in this table highlight the fact that for 
both rotations, the same factors are associated with factors 1, 
2 and 3.. _. 
V 
ROTATION 
arimax or 
ANALYSES 
thogonal r 
OF THREE M 
otation 
I: ta FFactor 1 Factor 2 Factor 3 
116 
. 82151 . 01279 . 08557 
114 
. 72262 . 00706 . 13095 
111 
. 70819 . 15305 . 29211 
19 
. 49764 . 33891 . 12677 
1 10 
. 07962 
1 15 
. 19022 
112 
. 30661 
17-. 13763 
. 88863 
. 83520 
. 76626 
. 76581 
. 16365 
. 06948 
. 04171 
. 05596 
a 
. 19451 
$ 13 
. 26043 
. 08032 
. 15520 
. 94483 
. 91933 
kSK UNCERTA 
Obl 
Factor 1 
. 
85042 
INTY FACTO 
ique rotat 
ßo2 
. 
06667 
RS 
ion 
Factor 
. 
03706 
. 73601 . 
06921 -. 02770 
. 67067 -. 
06415 -. 19217 
. 46663 -. 
29196 -. 03250 
-. 03743 
. 10599 
. 24217 
-. 23185 
-. 88920 
-. 83534 
-. 75757 
-. 79349 
-. 09470 
. 01983 
. 06254 
-. 02217 
-. 01279 
. 05561 
. 04009 
-. 03418 
-. 98100 
-. 93742 
I perrow (1967,1970), whose work provides much of the 
Illoretical 
context of Withey et al's construction of the T. 
U. 
"sure, 
refers to two dimensions of the task uncertainty 
tract. The first dimension is "the number of exceptions", 
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mich refers to the frequency of unexpected and novel events 
that occur when conducting one's task. The second dimension is 
a&Aalysability", 
which refers to the extent to which a task can 
be reduced and described as a sequence of mechanical steps. 
"ithey et al's factor analysis of the ten item T. U. measure 
resulted in 2 factors, B10, B15, B12, B7 and B9 associated with 
the exceptions factor, and B16, ' B14, B11, B8 and B13 loading 
k+vily`on 
the analysability construct. 
In conjunction with the development of the T. U. measure, 
'ithey et al. called for further research to assess the degree 
t* which the properties of the instrument hold up to other 
="ples. The findings of the above analysis can be seen to 
PrOvide reserved support for the Withey et al. findings. The 
tifference between Withey et al's analysability factor and 
t%Ctor l in table 8.3 is the association of B9 with factor 1 and 
114 exclusion of B8 and B13. The anomaly of items B8 and B13 is 
litigated if one disregards factor 3. This is because both items 
i°ad 
more heavily on factor 1 (the factor most closely related 
t°the`analysability 
construct) than 2. The only difference 
"tween 
Withey et al's exceptions factor and factor 2 in Table 
13 is the exclusion of B9 from factor 2. 
Ißvestigation 
of the weak third factor highlights the fact 
14t the association between B8 and B 13 is not surprising as 
of 
are very similar questions with only one word difference, 
"t" 
'carrying out your work", in B 8, has been restated as 
*4*ing 
your work" in B 13. There is no obvious dimension, 
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Tr 
however, that distinguishes these two items from the other 
items. 
In order to further analyse the differences between latent 
factors in the data collected in this study and the analysis 
conducted by Withey et al., a further factor analysis was 
conducted where the number of factors generated was limited to 
tVO. The results of this analysis are presented as table 8.4. 
TABLE 8.4 
Fact 
Factor 1 
. 68324 
or matrix 
Factor 
_Z 
. 
41664 
. 60825 . 45021 
. 64222 . 38425 
. 51458 . 45471 
. 47737 . 43093 
. 57317 . 06735 
A lo 
. 72273 
a 15 
. 70785 
9 12 
. 71045 
17 
. 45659 
Varimax Rotation 
t r F Factor 1 
. 
78210 
o ac 
. 
16946 
. 75095 . 
09343 
. 73006 . 
16462 
. 68622 . 
02558 
. 64288 . 
01714 
. 46153 . 
34649 
-. 54343 
-. 46912 
-. 39016 
-. 61667 
. 14862 
. 18909 
. 24543 
-. 09461 
. 89194 
. 82787 
. 77248 
. 76145 
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Table, 8.4 confirms that B8 and B13 are more closely associated 
with factor 1 (analysability) than factor 2. From the two factor 
matrix it can be seen that the only anomaly with this and the 
Vithey et al. study is the inclusion of B9 with factor 1 rather 
than factor 2. Again, the significance of this inconsistency is 
aitigated; by the fact that in Withey et al's reported results, 
of the "exceptions" items, B9 carries the weakest exceptions 
factor-loading. It also carries the largest analysability factor 
-loading, of items not associated with the analysability 
. construct. In this study, B9 carries the largest rotated factor 
2 loading for those items primarily associated with factor 1. As 
B9 represents a marginal item in terms of the factor analyses 
conducted. in both studies, we may conclude that considerable 
support has been provided for the Withey et al. T. U. measure and 
its two underlying factors. 
DIFFERENCES BETWEEN WITHEY ET AL'S TU FACTOR ANALYSIS 
AND BRAND MANAGER TU FACTOR ANALYSIS 
vithey et al Analysability Exceptions 
Equivalent item no. (B) -8,11,13,14,16 7,9,10,12,15 
, -Brand managers Factor I 
(Table. 8.4) Task analysability 
°Item no. "(B) 8,9,11,13,14,16 
Factor 2 
Exceptions in task 
7,10,12,15 
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In order to summarise the somewhat complicated foregoing 
analysis of the T. U. measurement instrument, table 8.5 is 
presented as a summary of the differences in the findings in 
this study and those arising from Withey et al's work. 
For the purposes of variable measurement in this study, the 
task uncertainty measure has been calculated based on the factor 
loadings of factor 1 in table 8.2. Analysis will be limited to 
the one "broader" measure rather than the two underlying themes 
for the following reasons: 
1) To be consistent with Withey et al's recommendation that 
the ten items represent an appropriate measure of task 
uncertainty. 
2) To be consistent with the only accounting reference that 
Used the measure (Brownell and Hirst, 1986). 
3) To recognize that all theory development in this study has 
been concerned with the construct "task uncertainty", and not 
'task analysability" or "exceptions in task". To attempt to 
Ledefine Xa variable of interest in a manner that is inconsistent 
Yith the literature, would detract from the comparability of 
1$ study's findings with those reported in the literature. 
8.2.3 Job-related tension 
A factor analysis was not conducted for the items associated 
Vtth job-related tension (B17, a-o). This is because Gorusch 
(1983) 
questions the reliability of' factors that emerge 
from 
1yses'where there is either less than 100 individuals or 
5 
jectsýper variable. As the number of cases available 
for 
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analysis is 73 and the number of variables is 15, it can be seen 
that 'a factor analysis in this situation would violate both of 
Corusch's requirements. To conduct a factor analysis in this 
situation would thus appear to be ill-advised. 
In lieu of a factor analysis; as a test of reliability, 
Cronbach's alpha has been computed (. 8039, n- 73). This may be 
considered to provide a satisfactory indication of reliability 
as it compares favourably with the 0.78 alpha reported by the 
developers of the measure (Kahn et al., 1964). 
Consistent with previous studies (Hopwood, 1972; Otley, 1978 
Ind Hirst, 1983), the item scores have been aggregated to 
Provide a measure of job-related tension. 
8.2.4 Reliance on Accounting Performance Measures 
The four items used to measure the reliance on accounting 
4rformance measures (RAPM) are: 
" How much profit 
.I 
make (B 18b). 
" (ghat level of sales I achieve (B 18e). 
- Meeting the budget (B 18f). 
" My concern with market share (B 181). 
Strictly speaking, the final item is not an accounting 
Pcrformance measure, although one may argue that monitoring 
Vtket share is within management accounting's jurisdiction. 
ttspite 
this slightly pedantic concern, monitoring market share 
4_', 
s similar to the other three performance measures, as unlike 
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the other non-accounting items in question B 18, it is a 
Quantitative measure. Its inclusion in the measure is also 
Justified by the high correlations apparent with the 
3. sore narrowly-defined, accounting items (table 8.6). 
Profit (18b) 
Sales {18e) 
Budget (18f) 
Market share (18i) 
1.0000 
. 6087 1.0000 
. 5894 . 6313 
1.0000 
. 3490 . 5322 . 
4518 1.0000 
These, four items can be seen to be highly inter-correlated. 
CtOnbach's 
alpha for this measure is 0.8103 (n - 82). This 
Should be ; viewed as a very strong indicator of internal 
teliability for a4 item measure. 
This measure is based on an instrument originally developed 
by 
ý4PVOOd (1972). As noted in Chapter 5 while this measure 
has 
L*fn 
adapted in recognition of the respondents under review, a 
further 
change has been made in the manner in which it has 
been 
aPP11ed in recent studies. Brownell (1985) and Dunk (1989) 
have 
*IPly 
aggregated the scores for the accounting-orientated 
ittas. This approach loses the relativity dimension that was 
'4ptured in the original Hopwood measure. This relativity was 
-273- 
achieved in Hopwood's study, as his measure involved the ranking 
of the accounting-orientated performance measures vis-a-vis the 
non-accounting-orientated measures. In this study, potential 
differences arising from using this measure in a relative rather 
than an absolute manner will be investigated by reviewing both 
the relative measure (consistent with Hopwood) and an absolute 
measure (consistent with Brownell and Dunk). These two measures 
have been calculated as follows: 
1) Reliance on accounting 
performance measures (RAPM) - 
2) Relative RAPM 
11 -1 1 
18b + He + 18f + 181 
18b + He + 18f + 181 
18a + 18b + ...... 
181 
8.2.5 Attitude towards RAPM 
The two items constituting this measure (B19 and 20) are 
4gh1y correlated with a Pearson's r of . 5881. 
This high 
Correlation provides support for the aggregation of the 2 items 
to provide a measure for attitude towards RAPM. 
a. 2.6 Budget attitude 
"4 
Alpha-for these 4 items (B'21 - 24)-is . 7724 
(n - 85). This is 
I Cftsistent with the . 77 alpha reported 
by Kenis (1979). The 
' Correlation' matrix for these items is presented as table 8.7. 
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Item (B. 
Flexibility (21) 
Innovative (22) 
Better m'gr. (23) 
Track success (24) 
B21 B22 B23 B 24 
1.0000 
. 7842 1.0000 
. 4204 . 4138 
1.0000 
. 2549 . 2911 . 
6127 1.0000 
Two relatively low correlations (below . 
3) associated with 
'track 'success" render it as a candidate for omission from the 
budget 
attitude measure. It was decided, however, to retain this 
ite3 in-the measure for two reasons: 
1) It was felt desirable to maintain consistency with the 
aeasure'employed by Kenis (1979) and Merchant (1981), thereby 
Proooting greater comparability across studies. 
2) To'delete the "track success" item would have only very 
4rginally increased alpha to . 
7762. 
1.2.7 Budgetary motivation 
Alpha for these 3 items (B 25 - 27) is . 8315 
(n - 85). The 
&'Pba on this measure thus compares favourably with the . 
79 
to*puted in the study conducted by Kenis (1979). This was again 
lea to"signify strong internal reliability and the score on 
three 'items was aggregated to yield a "budgetary motivation" 
kor:.. ,. 
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8.2.8 Perceived shorr_termism 
A Pearson's r was computed for these 2 items (B 28 and 29) and 
found to be . 4798 (n - 85). In light of this indication of 
correlation the sum of the two items was used to measure the 
perceived degree of short-termism. 
8.2.9 
Trust in qul2erior 
These -4 items (B 30-33) have an alpha of . 8261 (n - 
77). It 
ras also found that inter-item correlations ranged from . 4779 to 
. 6616. This compares fairly favourably with Read (1962), who 
reported inter-correlations ranging between 0.39 and 0.68. 
aission of the most incongruous item results in a drop of 
alPha to.. 8005. It was therefore felt most appropriate to 
a¬gregate all four items to provide a measure of trust in 
ZUperior. 
1.2.10 Performance 
The Mahoney, Jerdee and Carroll (1963; 1965) performance 
3*1surement consists of 8 item sub-dimensions indicative of 
4 nsions of managerial performance (B 35 a-h) and one global 
643ure 
of management performance (B 34). The 8 sub-dimensions 
arose from Mahoney et al's attempt to identify dimensions that 
ý" not overlapping, yet are comprehensive of the entire range 
the elements of managerial performance. As these 
&'4-dimensions have been developed with the specific intent that 
r are mutually exclusive, it would be inappropriate to 
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aggregate the scores. 
In the place of aggregation, the sub-dimension scores have 
been used to test the reliability of the global measure of 
management performance. Brownell (1982a), Brownell and Hirst 
(1986)_ and Dunk (1989) all regressed the global rating score on 
the 8 sub-dimension scores. They achieved an R2 of 0.608,0.35 
and 0.47-respectively. These scores are indicative of the amount 
of the global performance rating's variance that is explained by 
the 
,8 
sub-dimensions. Following this lead, a regression equation 
Vas formulated, with the global-rating as the dependent variable 
ILrId the 8 sub-dimensions as independent variables. This 
regression equation yielded an R2 of 0.66 and an adjusted 
it 2 of 0.51. As a validation of the global performance measure, 
this result compares favourably with those cited above. This 
reliability test supports the use of the global performance 
score as the measure of managerial performance. 
8.2.11 Marketing-orientation 
The three items indicative of perceived marketing-orientation 
txhibit an alpha of . 8186. With inter-item correlations ranging 
Eton 
. 4744. to . 7029, this represents a strong indication of 
iAternal 
reliability. The three items were added together to 
Provide the marketing-orientation score. 
1"3 Esc Dtiye da s+ anal ysi s 
I teile the previous section constitutes a partial analysis of 
44 data collected, its primary concern was with the reliability 
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of variable measurement. This section moves the analysis into a 
more descriptive phase as it seeks to summarise data collected 
on the variables of interest. In performing this role, initial 
insights will be provided into relationships that are not 
specifically addressed in the section on hypothesis testing. 
Initially, a broad perspective is taken by conducting a 
cross-company analysis of data collected. This is followed by a 
more specific enquiry into the nature of the two key accounting 
variables "participation in budget setting" and "degree of 
reliance on accounting performance measures'. 
8.3.1 Crosý s-company data analysis 
A cross-company analysis has been employed as the first stage 
in the descriptive analysis. While this study has not been 
designed from an organisational contingency perspective, this 
approach does allow some enquiry into the inter-organisational 
differences apparent in variables relating to brand management 
accounting. 
Table 8.8 provides mean and standard deviation scores of the 
Variables described in the previous section. These statistics 
are provided for each company, while the final column pertains 
to the total sample. Nine companies participated in the study, 
Providing 88 respondents. Three of these companies, however, 
"ach accounted for five or less respondents, and as SPSS PC 
does 
not allow the calculation of statistics for samples less than 
'fight, the respondents from these three companies have been 
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.. z<. 
a 
CURUM-ag., 1_ 
Yariabl 
_2 _ 4 ... 5 
6 M1ý= Total 
_ e 
Participation (feasible range: 6 to 30) 
mean ' 25 22 21 22 21 21 22 22 
std. dev . 3.0 3.8 2.4 4.0 5.4 4.2 3.4 4.2 
IAPM (feasible range: 4 to 20) 
mean 14 15 12 16 12 16 17 14 
std. dev, 
, 
2.9 1.9 4.4 2.4 2.7 3.7 2.6 3.3 
Attitude to RAPM (fea sible range :2 to 10) 
mean 7.5 5.9 7.5 7.6 5.5 6.8 7.9 6.7 
std. dev 1.8 
, 
1.8, 1.7 1.9 1.9 1.8 1.3 2.0 
"Adget 
attitude (feas ible range: 4 to 20) 
mean 14 11 12 10 11 12 11 11 
std. dev, 2.6 3.4 3.1 3.2 3.7 2.3 1.8 3.2 
b'Jdget motivation (feasible range: 3 to 15) 
mean 12 10 12 11 10 12 12 11 
std. dev,,. 2.6 2.4 3.0 2.4 3.2 2.4 2.0 2.7 
art-termism (feasible range: 2 to 10) 
bean 8.5 8.6 9.4 9.0 8.0 8.0 9.1 8.5 
std"dey.. 
. 76 1.4 1.1 1.0 1.3 1.6 1.1 1.3 
2n+at in superior (feasible range: 4 to 20) 
bean - 10 13 13 13 15 15 13 std. dev. - 2.8 2.8 2.8 3.6 1.9 3.2 3.3 
+rketing-orientation (feasible range: 3 to 15) 
mean 10 11 6 12 12 13 9 11 
std"dev. 2.3 2.2 1.7 1.6 2.3 1.6 2.6 2.9 
J', b perfo rmance (feasible range: 1 to 5) bean - 3.8 3.9 3.4 - 3.8 4 3.8 std. dev, - . 60 . 64 1.0 - . 75 0.5 . 
71 
Asti 
uncertainty (feasible range: 10 to 50) Mean 24 21 24 22 23 24 21 23 
std. dev. 3.3 4.3 3.4 5.2 6.1 4.5 5.2 5.1 
14sPonde 4 
nts . 8 12 8 10 27 11 12 88 
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Coabined under the heading "misc". The cells left blank are due 
to not all, companies being posed all questions (two companies 
. requested that some, questions be deleted from the 
questionnaire). The final row of the table contains the number 
of respondents from each company. 
With the exception of company 1, participation appears to be 
at a fairly constant level across all companies. The other 
variable primarily concerned with the brand accounting system, 
ROH, demonstrates more variability across companies. A cursory 
review of the table also reveals the very low marketing- 
orientation of company 3 compared to the other companies. This 
10v mean is, not accompanied by a large standard deviation, so it 
'? pears that there is a strong consensus of opinion concerning 
Covpanyr 3's relatively low level of marketing-orientation. 
Coopany 3's high score on short-termism can be seen as 
Consistent with the low marketing-orientation score. In order to 
='4bJect these cross-company differences to a more rigorous 
+oalysis, the Kruskal-Wallis one-way analysis of variance was 
e+ployed for each variable across the companies (table 8.9). 
The analysis of variance did not include the "misc" companies 
13 if. large cross company variation is apparent, the 
41=criminating 
power of the analysis would be adversely affected 
variations between companies in the "misc" category. This 
r6duced the analysis to 76 respondents in 6 companies. The 
Bakal-Wallis 
test is a non-parametric, test that involves 
maculating the ranking of each case-and then summing the ranks 
1 . 1, 14 
each group (company in this study). This test was used 
in 
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preference to analysis of variance due to the relatively small 
fiber of subjects in each company. The computed H statistic has 
approximately a chi-square distribution where the groups have 
the same distribution. 
Variable Chi-square F prob 
Participation 75 4.91 . 4273 
RAPM 71 15.75 . 0076 
Attitude to RAPM 73 14.31 . 0138 
budget attitude 73 6.67 . 2460 
E+dget motivation 73 5.80 . 3259 
Short"termism 73 9.92 . 0777 
Trust in superior 65 12.09., . 0167 
8arketing orient'n 73 27.84 . 0000 
Job performance 38 1.05 . 7900 
Task uncertainty 71 3.58 . 6109 
At the 5% confidence limit RAPM, attitude to RAPM, trust in 
t'sperior-7 and marketing-orientation have statistically 
etificant differences in means across the companies. As 
is 
e=plained later in connection with hypothesis testing, a 
«lfference 
. 
in RAPM can be expected to lead to a difference 
in 
attitude to; RAPM. One potential reason for these cross-company 
tifferences. 
would be that some companies were represented 
by a 
treater; 
proportion of senior personnel compared to other 
t**Panies. If this were the case, one could suggest that the 
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differences observed in table 8.9 are attributable to a 
senliority, effect rather than a company effect. Inspection of job iii. ,.. 
titles suggests, however, that there is no systematic 
relationship between seniority and company of the respondent. If 
such a relationship did exist, one could expect to see 
differences in task uncertainty across companies in a manner 
reflective of different levels of seniority. -Such cross-company 
differences in task uncertainty are not, however, significant. 
Vith respect to this study's research perspective, the 
critical finding arising from the above analysis, is that there 
are significant differences in RAPM across companies. As was 
stated earlier, this study has not been formulated in an 
°rganisational contingency framework and it would be 
iz+ppropriate, based on a sample size of 6, to attempt to take 
this cross-company analysis further. Nevertheless, the 
C$ervation 
that the . variable 
"reliance on accounting 
'tformance 
measures", has an inter-company discriminatory 
; Over, bodes well for future company-based contingency research 
i4the 
area of brand management accounting. 
1.3 
-. 
2 Reliance on accounting performance measures. 
issue ""of whether reliance on accounting performance 
ka=ores 
should be measured in relative (compared to 
-accounting performance measures) or absolute terms was 
I 4i9ad in section 8.2.4. Pearson's r for these two variables is 
11y 
significant (P< . 001) at . 8299 
(n - 78). As these two 
I*tiables are highly correlated, subsequent analysis will be 
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based on the absolute RAPM definition provided earlier. This 
decision has been made in the 'interest of parsimony in reporting 
the results of statistical analysis and because the absolute 
RAPM measure has become the most widely used measure in the more 
recent accounting literature. 
Table 8.10 provides an overview of data collected on 
performance evaluation. The first four items are accounting 
orientated' (quantitative), while the items below the break are 
Aon"accounting and more qualitative in nature. The final column 
skewness", '- refers to the shape of the distribution. All 
variables are negatively skewed, which means that cases cluster 
above the'mean and that frequency distributions are tailed to 
the left. 
TABLE 8.10 
PERFORMANCE ASUR ES - DESCRIPTIVE STATISTICS 
__ Mean S'td dev. Skewness 
Profit`}= 85 3.188 1.249 -. 104 
Sales 84 3.607 1.030 -. 363 
Budget 85 3.906 . 895 -. 
731 
Market share 83 3.651 . 916 -. 
508 
Co-operation 85 3.824 . 804 -. 
369 
boss relations 85 3.647 . 882 -. 
302 
effort, 84 4.214 . 865 -1.01 
CoSpany attitude 85 4.106 . 756 -. 
687 
Staff handling 80 3.863 . 823 -. 
716 
Quality 85 4.059 . 904 -. 
612 
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Of'the more quantitatively-orientated performance measures, 
"meeting the budget" has the highest score and "how much profit 
I make" has the lowest. This low score associated with profit 
accountability, suggests that the business unit concerned with 
brand management tends not to be viewed as a profit centre. In 
fact the low scores achieved by the quantitative measures (3 of 
the qualitative indicators rank higher than ' the highest 
quantitative measure) highlights the relatively low importance 
associated with accounting-orientated performance measures 
compared' to non-accounting measures. This observation is 
supported by the fact that the mean score achieved by all 
aon-accounting performance measures is 3.953 compared to the 
aean score of accounting performance measures, which is 3.588. 
In order to investigate contingency factors that may be 
tssociated with RAPM, a chi-square analysis was conducted of the 
relationship between RAPM and two categorical variables: 
a) the nature of the brand's market (question C 3) 
b) the brand's position in its market (question C 4) 
These two relationships represent an enquiry conducted from a 
Urket contingency perspective. No expectations were held with 
aspect to the direction of the relationships, rather, the 
a4lysis`was designed to investigate the possibility of an 
Lportant "marketing" variable affecting the manner in which 
kcounting information is used. The cross-tabulation analysis of 
the relationships is presented as tables 8.11 and 8.12. For the 
imposes 
of this analysis RAPM has been divided into two groups, 
1*'f 
and high (dichotomised at the mean). The underlined figure 
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in each cell is equal to the expected frequency. 
Low RAPM 
5 
Rieh RAPM 
11 
New, emerging market LI ý 
Established, growing 18 ý 21 
market j8.3 20.7 
Mature and stable 10 I 14 
market 11.3 ý 12,. 7 
Declining market 6ý 8 
Sx. Si LA 
Total 39 I 44 
47% ý 53% 
Total 
6 
7.2% 
39 
47.0% 
24 
28.9% 
14 
16.9 
83 
100% 
Chi-square - 3.56; D. F. - 3; Significance - . 313 
The analysis presented in table 8.11 suggests that there is no 
statistically significant relationship between RAPM and type of 
Market. The analysis presented in table 8.12, however, yields a 
chi-square that is significant at the . 05 
level. In this table, 
t"40 of the questionnaire "market position categories" (market 
follower and market nicher) havezbeen merged together. This was 
doste to limit the number of cells associated with less than 
5 
respondents. 
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Market leader 
Market challenger 
Market follower 
and nicher 
Low RAPM High RAPM Toil 
17 27 I 44 
20 7ý 23.3 I 53.3% 
12 4 ý 16 
19.3% 
10 13 ý 23 
10.8 ý iLl ý 27.7% 
Total 39 ý 44 ý 83 
47% ý 53% ý 100% 
Chi-square - 6.39; D. F. - 2; Significance - . 041 
From table 8.12, it can be seen that at the root of the 
Statistically significant chi-square is the association of 
market leaders with more (less) high (low) RAPM respondents than 
Yould have been expected, and for market challengers to be 
tssociated with more (less) low (high) RAPM respondents than 
Would have been expected. One reason for this association could 
be that market leaders, due to a larger amount of business 
activity, involve larger operations with greater requirements 
Placed on administrative support. Such increases in the nature 
Of operations needed to support a larger brand, may tend to 
result"in- more administrative (e. g. accounting) controls, and 
less' hands-on (e. g. observing effort and co-operation with 
Colleagues) controls. Alternatively, one may argue a case that 
greater RA. PM is consistent with effective brand management and 
that it, is conducive to building market share. Discussion of 
tb4s finding will be returned to in the final chapter. 
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8.3.3 Participation 
The final variable-to be -subjected to detailed analysis is 
participation. The statistics presented in table 8.13 pertain to 
the six items that have been aggregated to provide the 
participation score. For each item, the possible range of scores 
is 1 to S. With the range of mean scores varying between 3.13 
and 4.05, it would appear that brand management personnel tend 
to take a greater, rather than a lesser involvement in budget 
formulation. This view can be connected with the earlier 
observation that meeting. the budget tends to be the most 
Lportant aspect of the quantitative performance measures posed 
is question 18. Taken together, these 2 observations suggest 
that the budget is an important control tool in brand 
lanagement. 
DESCRIPTIVE ANALYSIS OF PAR TICIPATION IT EMS 
' Var abl e n_ an_ Sl tý v 
Budget involvement 87 3.839 1.219 
Arbitrariness of superior 87 3.494 . 951 
Budget suggestion frequency 87 4.046 . 834 
Iafluenceýon final budget 87 3.126 1.021 
Budgetary contribution 87 3.690 1.092 
Frequency of superior requests 87 3.874 . 986 
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In the cross-company analysis conducted above (8.3.1) it was 
found that participation exhibited limited variation across 
companies. The search for contextual factors affecting the level 
of participation was extended to include the two variables 
analysed in connection with RAPM, i. e. "market type" and 
"company position in market". Neither of these two variables 
vere found to be associated with participation, and we are thus 
left to conclude that no contextual variable has been found to 
have"a relationship with participation. 
8.4 Eivnothes{s testing 
8.4.1 Introduction to hypothesis testing 
'Before a detailed consideration of the B. M. hypotheses is 
made, 3 correlation matrices are presented (tables 8.16-. 18). 
These matrices allow an initial- overview of the somewhat 
bewildering number of relationships that exist between potential 
dependent and independent variables. As some of the 
relationships highlighted in the matrices are relevant to 
testing several of the hypotheses, it appears appropriate for 
their presentation to be made in advance of the description of 
the results of hypothesis testing. The matrices are also useful 
as their layout serves to highlight whether a variable tends to 
be of a dependent or an independent nature in the hypotheses. 
The matrices are ordered so that columns include variables 
that have tended to be used in an independent manner while rows 
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relate to dependent variables. The first matrix includes 
correlations for the entire sample, the second matrix is 
concerned with those respondents categorised as "high task 
uncertainty" and the relationships in the third matrix are for 
"low task uncertainty" respondents. 40% (approximately) of the 
cases scoring the highest on the task uncertainty scale were 
categorised as experiencing high task uncertainty. Similarly, 
40Z (approximately) of the cases scoring the lowest on task 
uncertainty were categorised as experiencing low task 
uncertainty. The two sub-sample matrices do not include the 
variable job performance, as data for this variable has only 
been collected for 42 respondents ( two companies participating 
in the study did not allow data pertaining to performance to be 
collected). It was felt that 42 respondents is too small to 
justify-conducting any subsample analysis. 
The two interaction variables referred to in the matrices 
(N*RAPM, and P'pn*RAPM ) were derived from the product of 
deviation' scores from the mean of each variable involved in the 
interaction. This treatment has been employed by several other 
-- researchers interested in the interaction of similar variables 
(e. g. Hirst, 1983; Brownell and Hirst, 1986; Dunk, 1989). The 
rationale behind the calculation of the TU*RAPM and the 
p'pa*RAPM interaction in this manner, will now be explained. 
With respect to the interaction between task uncertainty and 
UPM, it has been hypothesised that undesirable organisational 
°tcomes will be associated with situations which involve high 
(low) task uncertainty and a high (low) reliance on accounting 
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performance measures (B. M. hypotheses 6,10,11,12,13 and 15). 
In chapter 5 it was noted that in high task uncertainty 
situations, a high RAPM will be viewed by the subordinate as 
inappropriate as accounting measures represent incomplete 
measures of performance in such situations. In low task 
uncertainty situations, Hirst (1983) has suggested that a low 
RAPM may result in undesirable outcomes due to increased role 
ambiguity and the use of inappropriate alternative performance 
measures. 
The various high/low combinations of the two variables are 
presented in table 8.14. Consistent with the reasoning provided 
in the previous paragraph, it is evident that scenario 1 will 
result in a less desirable outcome than scenario 2, and that 
scenario-4 will result in a less favourable outcome than 
scenario 3. In columns 2 and 3, it can be seen that high scores 
on the two underlying independent variables results in positive 
deviations from the mean and low scores result in negative 
deviations. The product of these two deviation scores yields the 
interaction variable score with the direction ( positive or 
negative ) of the value identified in column -4. By inspecting 
the relationship between columns 4 and 5 one can see that the 
calculation of the independent variable in this manner is 
consistent with a positive relationship between the interaction 
variable and an undesirable outcome (column 5), providing 
support for the hypothesised relationships. 
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CALCULATION OF TU*RAPM 
-2- 
3 4- 5 
Lusmaxi2 T. U. RAPM TU*RAPM Organisational 
'.: implication 
1 :. High (+ve) X High (+ve) - +ve Unfavourable 
High (+ve) X Low (-ve) - -ve Favourable 
,3 Low (-ve) X High (+ve) - -ve Favourable 
4 Low (-ve) X Low (-ve) - +ve Unfavourable 
The rationale supporting the calculation of the interactive 
term Part*RAPM can be explained in a similar manner. Cherrington 
and Cherrington (1973), Brownell (1982b) and Dunk (1989) 
have conducted empirical research concerned with this 
interactive variable. Cherrington and Cherrington (1973) 
reasoned that a reward structure that involves high RAPM would 
be appropriate only for individuals who participate highly in 
budget-setting, 
and that a reward structure that involves low 
RAPM would be appropriate only for individuals experiencing low 
budget participation. 
CALC ULATION OF P ART*RAPM 
4 -L 
4UXL2 P articipation RAPM Part*RAPM Organisational 
_imullcat 
on 
1 High (+ve) High (+ve) +ve Favourable 
2 High (+ve) ' Low (-ve) -ve Unfavourable 
3 Low (-ve) High (+ve) -ve Unfavourable 
4 Low (-ve) Low (-ve) +ve Favourable 
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In light of Cherrington and Cherrington's reasoning, it is to 
be expected that scenario 1 in table 8.15 will result in a more 
favourable outcome than scenario 2 and that scenario 4 carries 
more favourable organisational implications than scenario 3. By 
calculating the interaction term based on the multiplications of 
deviations from the mean, it can be seen that a positive 
relationship is expected between PART*RAPM and favourable 
organisational outcomes. 
CORRELA TIONS BET WEEN DEPE NDENT AND INDEPEND VARIABL ES 
Budget RAPM Budget Trust in 
T attitude attitude mot'vn . erior 
Pig 
Ind. 
Mali_ 
Particp'n 
-. 4650 -. 0004 . 2133 . 
0994 . 2461 . 
1899 
p-. 000 p-. 024 p-. 015 p-. 117 
n-74 n-86 n-78 n-41 
RAPM 
-. 2461 -. 0297 . 4178 . 
3087 . 0905 . 
2336 
P-. 019 p-. 000 p-. 000 p-. 
071 
n- 72 n- 83 n- 83 Short- 
termism 
. 1075 -. 0857 -. 0223 -. 
0660 -. 0798 . 3265 
p-. 019 
n- 41 
Karketing 
orientation -. 3185 -. 0318 -. 0468 -. 0296 . 
1435 -. 0286 
p-. 004 
n-70 
TU*RAPM 
. 0846 -. 0038 -. 0177 . 
0076 -. 0834 -. 1131 
P'pn*RAPM 
-. 0430 . 1013 -. 0967 . 
1187 . 0683 . 
1780 
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In table 8.16, with respect to the relationships involving 
performance, the correlation coefficients are calculated on a 
ainimum of 41 respondents. The minimum number of respondents 
providing data for the correlation calculations not involving 
performance is 72. Where the 1-tail test of significance is less 
than . 12 the level of significance together with the number of 
respondents upon whom it is based, are listed under the relevant 
coefficient. 
Independent 
Variable 
Participation 
RAPM 
Short-termism 
Karketing 
orientation 
TU * RAPM 
-. ß0O0 
p-. 000 
n- 27 
-. 3164 
p-. 054 
n-27 
. 2361 
p-. 118 
n- 27 
-. 3919 
p-. 022 
n- 27 
-. 0402 
-. 0961 . 1253 
. 0510 . 5155 
p-. 001 
n- 32 
. 0868 . 1160 
. 1327 . 
0617 
-. 0353 . 5090 
p-. 001 
n- 32 
. 1380 
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Partc'pn-* RAPM . 1973 . 3089 
p-. 043 
n- 32 
CORRELATT_ONS 'BETWEEN DEPENDENT AND INDEPENDENT VARIABLES 
FOR HIGH TASK UNCERTAINTY 
Budget RAPM Budget Trust in 
JRT attitude attitude motvn Superior 
. 1683 . 
1641 
. 4094 -. 
1646 
p-. 010 
n- 32 
. 0244 -. 
4133 
p-. 014 
n- 28 
-. 0323 . 1178 
. 4196 -. 
1785 
p-. 007 
n- 32 
. 0021 -. 
0324 
CORRELATIONS BETWEEN DEPENDENT AND INDEPENDENT VARIABLES 
FOR LOW TASK UNCERTAINTY 
Independent 
Yariab e 
Participation 
AAPM 
Short-termism 
äarketing 
orientation 
Budget RAPM Budget Trust in 
JRT attitude attitude mot, vn Su2erior 
-. 1048 -. 2131 
p-. 106 
n- 36 
-. 1541 . 0498 
. 2424 
p-. 091 
n- 32 
-. 3074 
p-. 052 
n- 29 
-. 2973 
p-. 039 
n-36 
-. 0486 
. 3860 -. 0205 . 
2136 
p-. 010 p-. 109 
n- 36 n --35 
. 5555 . 
3868 . 1309 
p-. 000 p-. 012 
n-34 n-34 
-. 0732 -. 0682 -. 0299 
-. 0474 . 0017 
TU RAPH 
. 1804 -. 0522 -. 5241 -. 3325 
p-. 001 p-. 027 
n-34 n-34 
Pirtc'pn'* RAPM -. 0071 . 1379 . 1400 . 2552 
p-. 073 
n-34 
. 2199 
p-. 113 
n- 32 
-. 0290 
. 1186 
Several of the significant relationships uncovered by tables 
8.16 
- 8.18 are discussed below in connection with hypothesis 
testing. ' One interesting observation that is not the subject of 
hypothesis 
testing is the fact that the interaction between RAPH 
and TU has a significant positive relationship with attitude to 
RAPE for the high task uncertainty group and a significant 
Aegative relationship for the low task uncertainty group. It 
VOuld have been expected that in situations of high task 
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uncertainty, a high RAPM would be undesirable for the manager 
and cause him to hold a negative attitude to a high accounting 
emphasis. This is the relationship uncovered with respect to the 
low TU group. One may speculate why the direction of this 
expected relationship is reversed with respect to the high TU 
group, and while such speculation has been attempted, no 
convincing reason has been developed herein. 
8.4.2 Des ption and results of hypothesis testing 
In this section hypotheses are restated in their null form. 
Following' this restatement, the 'tests used in their 
investigation and the results of the tests are described. 
Correlation can be used to test the first five hypotheses 
which all involve participation as a single independent 
Variable. These hypotheses, have been restated in their null 
form as follows: 
B. M. HYPOTHESIS 1: THERE IS NO SIGNIFICANT RELATIONSHIP 
BETWEEN, BRAND MANAGER PARTICIPATION IN BUDGET-SETTING AND BRAND 
MANAGER PERFORMANCE. 
B. M. HYPOTHESIS 2: THERE IS NO SIGNIFICANT RELATIONSHIP 
BETWEEN; BRAND MANAGER PARTICIPATION AND BRAND MANAGER 
MOTIVATION. 
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B. M. " HYPOTHESIS 3: THERE IS NO SIGNIFICANT RELATIONSHIP 
BETWEEN BRAND MANAGER PARTICIPATION AND ATTITUDE TOWARDS THE 
BUDGET. - A 
B. M.; 'HYPOTHESIS 4: THERE IS NO SIGNIFICANT RELATIONSHIP 
BETWEEN-.. BRAND MANAGER PARTICIPATION AND ATTITUDE TO 
RELIANCE' ON ACCOUNTING PERFORMANCE MEASURES. 
B. H.: 
-HYPOTHESIS 5: THERE IS NO SIGNIFICANT RELATIONSHIP 
BETWEEN BRAND MANAGER' PARTICIPATION AND JOB-RELATED TENSION. 
There is no definitive answer to the question: What is a large 
correlation ? Cohen and Holliday (1982) describe below 0.19 as 
'ry low and between 0.2 and 0.39 as low. Despite this concern, 
it is conventional to refer to statistical significance,. in a 
Hailer. manner to that which was applied in the regression 
analysis in the previous chapter. 
With reference to table 8.16, and based on the statistical 
significance guideline, it is evident that no significant 
relationship. has been found between participation and 
Performance, motivation, and budget attitude. Failure to achieve 
a .l level of significance is marginal, however, 
for the 
correlation between-performance and participation (. 1899, p 
. 117). `'The null hypothesis with respect to the first three 
hypotheses, 
thus cannot be rejected. Although none of the 
Correlations for these variables are statistically significant, 
"ith the exception of the hypothesised relationship 
between 
dget 
attitude and participation, all of the correlations were 
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directionally consistent with the earlier working hypotheses. 
The null hypothesis is rejected, however, with respect to the 
fourth and fifth hypotheses. The correlation between 
participation and attitude to RAPH is significant at the 5% 
confidence limit, while Pearson's r for participation and JRT is 
". 4650 (significant at < . 001). As the relationship 
is positive 
Pith respect to participation and attitude to RAPM and negative 
Pith respect to participation and JRT, in both cases the 
findings are consistent with the directional nature of the 
earlier working hypotheses. 
These three hypotheses are all concerned with the dependent 
'triable JRT. 
Z. M. HYPOTHESIS 6: THERE IS NO STATISTICALLY SIGNIFICANT 
I$TERACTION BETWEEN LEVEL OF TASK UNCERTAINTY AND RELIANCE ON 
ACCOUNTING PERFORMANCE MEASURES AFFECTING JOB-RELATED TENSION. 
I. M. HYPOTHESIS 7: THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN A BRAND MANAGER'S PERCEPTION OF COMPANY 
4ARICETING-ORIENTATION AND FEELINGS OF JOB-RELATED TENSION. 
These'two hypotheses were initially incorporated into the same 
test by formulating the following regression equation: 
JRT- b1 +b 2 (RAPM) +b3 (TU*RAPM) +b4 
(M) +b5 (P) 
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where: JRT - Job-related tension 
RAPM - Reliance on accounting performance measures 
TU*RAPM - Task uncertainty * RAPM 
M- Marketing orientation 
P- Participation 
The inclusion of both RAPM and TU*RAPM as independent 
variables in one regression equation, is consistent with the 
methodology employed by Brownell and Hirst (1986) and Imoisili 
(1989) who were also interested in these predictor variables. 
Participation was also included in this regression model as the 
correlation noted above is suggestive that it may increase the 
explanatory power of the independent variables. The results of 
applying this equation to the data are presented in table 8.19. 
Value 
Intercept b 62.91 5.320 11.82 . 0000 1 
RAPM IY b 2 -. 027 . 273 -. 
101 n. s. 
TU*RAYM b 3 . 030 . 050 . 
599 n. s. 
Mark., Or. b - 700 . 281 -2.49 . 
0157 
4 . 
POcpn"' b - 732 . 212 -3.45 . 
0010 
5 . 
n -'65; R'2 0.287; adj R2-0.2394; F-6.0348; Sig F - . 0004 
It canbe seen that of the 4 independent variables entered 
into the model, participation and marketing-orientation are both 
significant. one problem with this equation is the high 
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correlation between participation and RAPM ( . 
4384; p< . 001). 
These two variables, when treated as independent variables in 
the same regression equation thus result in a degree of 
lUlticollinearity. The high association between the two 
variables also results in RAPM, which has a weaker relationship 
with JRT. than that exhibited by participation and JRT (table 
8.16), showing an insignificant relationship with the 
independent variable. In order to avoid multicollinearity 
problems, and in an attempt to increase the value of R2 
(indicative of the amount of the dependent variable's variation 
explained by the independent variables), the equation was 
z ., reformulated with only 2 independent variables: "participation" 
and "marketing-orientation". The reformulated equation generated 
the following result: 
Yar ab 
Intercept 
Coeffic 
b1 
ient Value S 
62.88 
td error t_ 
4.939 12.73 
_Lt_ 
. 
0000 
Mark. Or. b2 -. 696 . 281 -2.51 . 
0144 
F'tP 
. -. b -- 751 . 191 -3.93 . 
0002 
3 . 
a- 65; R2 - 0.282; adj R2-0.2592; F- 12.1941; Sig F- . 000 
Multicollinearity problems associated with interpretation of 
these results can be dismissed due to the low (. 1145) Pearson"s 
r that exists between participation and marketing-orientation. 
The result of this regression analysis provides further 
support for the rejection of B. M. null hypothesis 5 (no 
-299- 
relationship between participation and JRT). It also provides 
support for the rejection of B. M. null hypothesis. 7 (no 
relationship between marketing-orientation and JRT). It provides 
no support, however, for the rejection of B. M. null hypothesis 6 
(no relationship between TU*RAPM and JRT). The positive 
tasociation between JRT and RAPM revealed by the correlation 
satrix (table 8.16), should also be noted. 
B. M. HYPOTHESIS 8: THE LEVEL OF TASK UNCERTAINTY DOES NOT 
AFFECT THE NATURE OF THE RELATIONSHIP BETWEEN PARTICIPATION AND 
Ar. 
Inspection of tables 8.17 and 8.18 reveals that participation 
Is highly significantly related to JRT for the high task 
uncertainty group (-. 8, p< . 001), yet not significantly related 
tO JRT for the low task uncertainty group. These statistical 
findings lend support for the earlier directional hypothesis 
that high participation is more effective in reducing JRT in 
situations of high task uncertainty than in situations of low 
task uncertainty. 
8. M. HYPOTHESIS 9: THERE IS NO STATISTICALLY SIGNIFICANT 
ZUTIONSHIP 
BETWEEN THE INTERACTION OF RELIANCE ON ACCOUNTING 
PEZFO 
MEASURES AND PARTICIPATION AFFECTING PERFORMANCE. 
1M HYPOTHESIS 10: THERE IS NO STATISTICALLY SIGNIFICANT 
tATIONSHIP 
BETWEEN THE INTERACTION OF TASK UNCERTAINTY AND 
AFFECTING PERFORMANCE. 
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These two hypotheses have been grouped together as they are 
both concerned with the dependent variable "performance". With 
respect to both hypotheses, no strong correlations are in 
evidence between the dependent variable, interaction variable or 
the two underlying variables. 
Regression equations were also formulated in an attempt to 
uncover a relationship that would further our understanding of 
the variable "performance". The largest adjusted i2 achieved 
was in connection with the two independent variables 
short-termism and the interaction of RAPM and participation. 
This equation generated the following result: 
REGRESSION ANALYSIS OF PERFORMANCE 
Va abl Coefficient Value Std error 
-Intercept b11.798 . 797 
2.25 . 0295 
'RAPM*P'cpn b, . 019 . 011 
1.83 . 1380 
Short-term b3 . 227 . 088 
2.566 . 0398 
n- 44; R2-0.116; adj R2-0.077; F-2.9697; Sig F- . 0615 
This equation suggests a significant (p - . 04) positive 
relationship between performance and short-termism and provides 
very weak support (p - . 1380) 
for a positive relationship 
between performance and the interaction of RAPM and 
participation. This latter effect is consistent with the 
directional nature of working hypothesis 9, however it is not a 
sufficiently strong relationship for the null hypothesis to be 
confidently rejected. 
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The. relationship between perceived short-termism and 
performance was not hypothesised. Again, one can speculate as to 
why individuals who see their organisations as being overly 
short-termist should tend to view their own performance as being 
strong. No convincing argument has been developed herein. 
It should also be noted. that RAPM exhibits a statistically 
significant positive correlation with performance (. 2336; p- 
. 07). No regression equation has been found, however, where the 
involvement of RAPM results in an R2 greater than that 
reported above. 
B. M.. - HYPOTHESIS 11: THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN THE INTERACTION OF RELIANCE ON ACCOUNTING 
PERFORMANCE MEASURES AND TASK UNCERTAINTY AFFECTING ATTITUDE TO 
THE BUDGET. 
B. M. HYPOTHESIS 12: THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN THE INTERACTION OF RELIANCE ON ACCOUNTING 
PERFORMANCE MEASURES AND TASK UNCERTAINTY AFFECTING ATTITUDE TO 
RAPM. 
The similarity of these two hypotheses has caused their 
testing to be reviewed concurrently. The null B. M Hypothesis 
11 
cannot be rejected, as no significant association has 
been found 
between attitude to the budget and RAPM and TU, whether the 
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independent variables are considered independently or 
interactively. Further analysis of these relationships via 
-regression has produced no significant results. 
;, With respect to Hypothesis 12, the 2 independent variables 
were again considered independently and interactively in 
connection with the dependent variable, attitude to reliance on 
accounting performance measures. While the interaction was found 
not to be significant, RAPM, when considered in isolation was 
found to have a significant relationship. While attitude to RAPM 
and participation exhibit a strong correlation (. 2133; p- 
. 024), the strong relationship between participation and RAPM, 
that has been referred to above, results in participation not 
-. playing a statistically significant role in an equation that 
also involves RAPM as an independent variable. The regression 
formulation and results are as follows: 
Attitude to RAPH - 3.07161 + 0.25052 (RAPM) 
n- 79; R2-0.175; adj R2-0.164; Sig T< . 001; Sig F- . 
024 
This positive relationship between attitude to RAPM and RAPH 
is to be expected when one considers that those individuals 
holding positions that lend themselves to accounting control 
will already be experiencing relatively high accounting 
emphasis. One borders on the tautological when stating that 
individuals holding positions that lend themselves to greater 
accounting control will be more favourably disposed to 
accounting emphasis in performance measurement. 
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This analysis indicates that no statistical support can be 
offered suggestive that the null hypotheses 11 and 12 should be 
rejected. 
B. M. HYPOTHESIS 13: THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN THE INTERACTION OF TU AND RAPM AFFECTING 
MOTIVATION. 
. 
This hypothesis was initially investigated by reviewing the 
correlations apparent between' the dependent variable 
"motivation* and the interaction variable "TU*RAPM" as well as 
the two independent variables that underlie the interaction 
variable. The only significant relationship was found to exist 
between budget motivation and RAPM ( 0.3263,1 tail Sig < . 01 ). 
Further enquiry was again made via the formulation of the 
following regression equation: 
Budgetary motivation -b1+b2 TU +b3 RAPM +b4 TU*RAPM 
where: TU - Task uncertainty 
RAPM - Reliance on accounting performance measures 
Both the interaction term and task uncertainty were found to 
play insignificant roles in the equation. The following result 
is based upon the inclusion of an, the only significant 
variable. 
Budgetary motivation - 6.97818 + 0.3046 (RAPM) 
n- 79; R2-0.131; adj R2-0.120; Sig T- . 001; Sig F- . 
001 
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k 
ýk 
Again, this relationship was not explicitly hypothesised, 
rather it is a relationship that one would expect to see in a 
reliably conducted survey. Managers who feel that a heavy 
emphasis is placed on accounting performance indicators will, in 
turn, be more motivated by accounting measures, compared to 
managers who do not experience an emphasis on accounting 
performance measures. 
The statistical analysis conducted above provides no support 
for rejecting null hypotheses 12 and 13. 
B 
. M. Hypotheses 14 and 15 
B. H. HYPOTHESIS 14: THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN THE INTERACTION OF RELIANCE ON ACCOUNTING 
PERFORMANCE MEASURES AND PARTICIPATION AFFECTING TRUST IN 
SUPERIOR. 
t '. 
B. M. HYPOTHESIS 15 : THERE IS NO STATISTICALLY SIGNIFICANT 
RELATIONSHIP BETWEEN THE INTERACTION OF RAPM AND TASK 
UNCERTAINTY AFFECTING TRUST IN SUPERIOR. 
These two hypotheses will be considered concurrently as they 
are both concerned with the dependent variable "trust 
in 
superior". Again, initially the correlation matrices were 
inspected with respect to the variables of interest. This 
inspection reveals that participation is significantly 
positively correlated with trust in superior (. 2456, sig. < 
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. 05). 
Several regression equations were then formulated consistent 
with the hypothesised relationships. The equations involved 
trust in superior as the dependent variable and a combination of 
the interaction terms with their underlying variables as the 
independent variables. The only significant independent variable 
uncovered was participation. This relationship can be summarised 
as follows: 
Trust in superior - 8.7658 + . 20267 (Participation) 
n -'75; R2-0.066; adj R2-0.053; Sig T- . 026; Sig F- . 
026 
This statistical investigation thus provides no evidence 
to support rejecting null hypotheses 14 and 15. Support has, 
however, been provided for a positive relationship between 
participation and trust in superior. 
8.4.3'. ummn of significant findings in hvvothesis testing 
The following represents a summary of the statistically 
significant findings arising from the hypothesis testing: 
1) Participation is significantly positively associated with 
attitude to RAPH (p- . 024 ). 
2) Participation is significantly negatively correlated with 
JRT (, p < . 001 ). 
3)'' Marketing-orientation is significantly negatively 
associated with JRT (p- . 004 ). 
4) There is an interaction between TU and participation 
affecting JRT. With respect to "high task uncertainty" 
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respondents, participation is highly negatively related with JRT 
(p< 
. 001), a relationship that is not maintained for the 
low 
task uncertainty sub-sample. 
5) Participation is significantly positively related with 
trust in superior (p - . 
015). 
8.5 Reliability and Validity issues 
Issues associated with external and internal reliability and 
validity were introduced in the last chapter. The implications 
of these issues to the data analysis and hypothesis testing in 
this-chapter will now be reviewed. 
8.5.1 External validity 
With respect to the extent to which the findings based on the 
sample can be generalised to the population of interest, it 
should be noted that the sample was drawn from only nine 
companies. The restricted number of companies sampled was based 
on the desire to minimise the extent to which differences 
between companies may act as confounding variables when testing 
the hypothesised relationships. 
In effect, a compromise has to be struck between internal 
validity considerations, i. e. minimising the potential of 
confounding variables (e. g. cross-company differences) and 
external validity considerations, i. e. maximising the number of 
FMCG companies represented in the sample. The view 
has been 
taken here, that as this study follows a strong tradition of 
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analysing managers in one, or a few companies (e. g. Hopwood, 
1972;. Otley, 1978; Hirst, 1983), its results can be more readily 
assimilated into the literature by replicating the design of 
such studies in an, albeit, different functional setting. 
External validity can thus only be achieved over the long-term 
as the results of similar studies (with higher internal 
validities attained through the reduction of cross-company 
differences) are added to the existing literature. One can thus 
talk of a, degree of external validity being achieved over the 
long-term due to the accumulation of results of similar 
behavioural accounting studies. It should be recognized that 
general isabil ity is not a real issue if a study is internally 
invalid. In such a situation the researcher does not have valid 
results upon which to base such a generalisation. 
The issue of sampling bias carries implications for external 
Validity. The first question one has to raise in this regard 
is: 
are. the, participating managers systematically different from the 
Ianagers that did not participate? This is not 
perceived to represent a large threat to the validity of this 
Study as, a high response rate has been achieved. Unfortunately 
the anonymous nature in which the questionnaire was administered 
Prohibits establishing the reasons why non-respondents failed 
to 
Wrticipate in the study. 
In a similar manner to that which was employed in the previous 
Chapter. an analysis was conducted of differences between 
"1st 
e+iling",, 
-respondents and respondents who completed 
the 
I4uestionnaire following circulation of a reminder memo. The 
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variables that were used as the basis for the investigation into 
possible differences between the two groups were: participation, 
RAPM, task uncertainty and JRT. Differences between the groups 
on these key variables were found not to be significant at the 
.1 level. This represents supporting evidence that there is no 
systematic difference between more and less reluctant 
respondents, in connection with these critical variables. 
With respect to our ability to generalise the results of this 
study to other times and settings, the data collected via the 
B. M. questionnaire can be seen to differ from the B. V. survey. 
In the. last chapter the implications of the topicality of the 
brand, valuation debate were noted, however, other than 
substantial changes to the accounting system in company 1 (eight 
respondents), there is no obvious significance of the timing of 
the B. M. questionnaire administration. 
8.5.2 Internal validity 
Internal validity is concerned with the extent to which an 
independent variable has indeed created changes in the dependent 
Variable (Sproull, 1988). As was noted above, the design of 
the 
n. M. data collection was made with the explicit intention 
of 
1inimising cross company differences as a source of potentially 
confounding variables. The adequacy of the internal validity of 
this study can best be defended on the grounds that the research 
design has, to a great extent, replicated designs employed 
by 
'counting researchers concerned with similar issues. 
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:. The possibility of cross-company differences- influencing the 
relationships of interest, is apparent' from table 8.9 which 
summarised the results of a company based anova enquiry. The 
fact that significant company differences were noted for, 
amongst others, the important variable RAPM, suggests that 
greater internal validity could have been achieved by further 
reducing the number of companies involved in the study. A 
research design based on one company was the original intention 
in this study, however, no single company was found that could 
offer a satisfactory number of respondents. 
As was noted in chapter 7,, the strongest defence against 
threats to internal validity is to ensure that hypothesised 
relationships are built on a sound theoretical and rational 
basis. The B. M. hypotheses were posited following a thorough 
literature review (chapter 3) of relevant research. Again, the 
potential for a role played by important marketing variables 
such as market type and position in market has been 
investigated. No evidence of a role played by these variables in 
affecting the hypothesised relationships has been uncovered. 
8.5.3 fixte 1 and ante A reliability 
With respect to external reliability the same defence that was 
made in the previous chapter i. e. the impracticality of 
attempting to "retest" respondents without aggravating both the 
respondents and their companies, has to be made again. 
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Considerable efforts have been made, however, to assess the 
internal reliability of the multiple-item measures. These 
assessments were the subject of section 8.2. Aside from 
calculating Cronbach's alpha for each of the measures, 
considerable investigation was made of the task uncertainty 
measure where a high degree of consistency was discovered 
between the results in this study and the results reported by 
its developers, Withey et al (1983). 
8.6 ConcluM on 
This chapter has described the statistical analysis conducted 
in conjunction with data collected via the B. M. questionnaire. 
Initially, an appraisal was made of the internal reliability of 
the variable measures. Cronbach's alpha was computed for all 
variables with the exception of performance, which was subjected 
to a reliability assessment based on regression analysis. In 
addition to these analyses, a factor analysis was conducted of 
the participation and task uncertainty measures. These analyses 
did not yield any results strongly suggestive that the measures 
should not be applied in a manner consistent with studies 
reported in the literature. 
Descriptive data analysis, conducted from a cross-company 
perspective highlighted several statistically significant 
differences between the companies. In connection with a 
Kruskal-Wallis investigation it was found that RAPM, attitude to 
RAPM, trust in superior and marketing-orientation were all 
statistically significant (p< . 05 ). 
Compared to qualitative 
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performance measures, relatively low importance appears to be 
afforded to accounting based performance measures. It was also 
noted that a high RAPM tends to be more associated with 
companies that are market leaders and that a low RAPM tends to 
be more associated with market challengers. 
Several significant findings arose out of hypothesis testing. 
It was found that participation is significantly related to JRT, 
trust in superior and attitude to reliance on accounting 
performance measures. JRT was also found to be significantly 
related to marketing-orientation and the interaction of task 
uncertainty and participation. A more extensive discussion of 
these findings is to be found in the final chapter. 
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9.1 Introduction 
An advantage associated with conducting a case study following 
the analysis of survey data is that the design of the case study 
may benefit from the findings of the survey. This is particularly 
evident when one is researching areas where there is minimal 
related, documented research evidence. This is felt to be the case 
with respect to brand valuation and, to a lesser extent. with 
respect to accounting for brand management. 
A second advantage of conducting a case study following the 
survey, analysis is that it provides an opportunity for partial 
validation of the earlier findings using an alternative strategy 
to data collection. Scapens (1990) notes that case studies can 
provide a vehicle for limited empirical testing. In this case 
study, research findings reported in the previous two chapters 
are exposed to further review. 
This phase of the research signals a shift in emphasis away 
from the prior concerns of the researcher, towards an emphasis on 
the perspectives of the subjects in the study. It affords the 
researcher with a richer insight into the context of the matter 
under review. For this reason it is felt that, following the 
completion of a case study, a more enlightened interpretation of 
the survey results can be made. 
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The company providing 27 respondents in the B. M. survey agreed 
to help facilitate a more in-depth analysis of the research 
issues. The primary vehicle for conducting this phase of the 
research was a series of interviews conducted with 9 Brand 
Managers at the company's head office. This chapter is primarily 
concerned with reporting the results of these interviews. 
The chapter first reviews the role of the case study in social 
science research and, more especially, in management accounting 
research. It then lists the criteria that Bruns and Kaplan (1987) 
associate with strong management accounting case studies. 
In connection with the list, a description is made of the extent 
to which these criteria are satisfied in this study. 
The next section identifies the objectives of the case study. 
In'one critical aspect, the case study can be seen to depart 
Outside the research issues that were analysed in the previous 2 
chapters. This departure centres on the issue of budgetary 
symbolism. While such symbolism is not considered to be central 
to the research conducted in this study, it was felt that the 
opportunity that the case study provides to explore the issue 
should be taken. For this reason. in connection with the 
objective of exploring symbolic aspects of budgeting in a brand 
management context, a short review is made of the literature on 
the symbolic aspects of budgeting. 
Before providing an account of the data collected, a short 
section is devoted to describing the nature of the company that 
is the subject of the case study. In the section preceding the 
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chapter's conclusion, data collected has been ordered by 
presenting it under 10 sub-headings. The interviews conducted in 
the company were taped which has allowed much of the richness of 
the terminology and expression used by interviewees to be noted 
in the form of quotations. 
9.2 The role of the case study in research 
There does not appear to be any widely accepted, robust 
definition of what constitutes a case study. Bryman (1989) notes 
that some writers treat "qualitative research" and "case study" 
as<'synonymous. While case studies are frequently closely 
associated with qualitative research, they sometimes also involve 
quantitative research methods. In this study, the case study will 
assume a distinctively more qualitative orientation than was 
evident in the earlier survey analysis, however, it would be 
misleading to suggest that this quantitative-qualitative 
dichotomy can be used as a basis for distinguishing between 
survey and case research. A more telling distinctive 
characteristic of a case study stems from the fact that, in its 
simplest form, it involves an investigator making a detailed 
examination of a single subject, group or phenomenon (Borg and 
Gall, 1983). A second, key distinction is the closer proximity of 
the researcher to the organisation in the case study compared to 
a survey-based study. 
In organisational studies, the unit of analysis is most 
frequently a company. Referring to classic case studies in 
organisational research (e. g. Blau, 1955; Gouldner, 1954; and 
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Roy, 1954), Bryman (1989) notes that "the case" in question was 
an organisation or department within an organisation. It would be 
wrong, however, to infer that case studies do not also refer to 
studies involving more than one "case" or company. Yin (1979) 
conducted an examination of innovation based on 19 case studies. 
While this example is not considered to be representative of 
typical case study orientated research, it serves to illustrate 
the incorrect view that such research is restricted to studies 
based on one company. 
There appears to be considerable support for the belief that 
the case study represents an important complement to 
quantitatively orientated social science research. Hill's (1978) 
views may be considered typical of the school of thought 
supporting case study research, as he accuses scientific research 
of abstract elegance combined with excessive quantitative bias. 
Blumer (1978) is more emphatic in his condemnation of traditional 
quantitatively based scientific research, claiming that such an 
approach enables the scholar to operate in a detached manner from 
the reality of the phenomenon being studied. The shortcomings of 
traditional, "abstracted" research is also evident in Price's 
(1985) comment: 
"Case studies, stories, anecdotes, and field 
studies are appealing because they have the 
richness of the situation and have not been 
filtered through so many abstractions. A reader 
is able to see much more vividly the richness, 
ambiguities, and the incongruencies that are 
part of organisational life. "(p. 131) 
Similar observations have been made with respect to management 
accounting research. a 
'body 
of inquiry that invokes the complex 
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social science of organisational behaviour. Scholars noting the 
valuable role that case studies may play in management accounting 
research include: Hopwood (1983), Tomkins and Groves (1983), 
Kaplan (1984 & 1986), Bruns and Kaplan (1987) and Scapens (1990). 
Tomkins and Groves (1983) comment: 
' .. academics might profitably move into 
detailed field-work (i. e. recording what is 
happening in the setting within which decisions 
are made and action occurs) and `focus rather 
more on studying how practitioners perceive 
their worlds, what issues concern them, why 
these issues concern them and how they perceive 
them affecting accounting practices and the 
influence accounting has. " (p. 364, emphasis in 
original) 
In "a similar vein, Bruns and Kaplan (1987) note: 
"Since management accounting phenomena exist 
only in complex organizations, with their rich 
interaction of people, products, processes, 
markets, technologies, and cultures, it becomes 
extremely difficult to study the subject except 
in actual organizational settings; management 
accounting systems must be studied in the 
settings where they have been developed and 
where they function. " (p. 1-2, emphasis in 
original) 
Further support for this research method is provided by 
Flamholtz (1983), who conducted three field studies and used the 
evidence collected to consider his proposed theory of accounting 
control placed in the context of total organisational control. 
The important role of field studies is apparent in his concluding 
remarks to the study: 
"The number of empirical studies of accounting, 
budgeting and control in action in an 
organization is relatively few. Although studies 
of the type presented here are not without 
difficulties I believe that such studies are an 
essential prerequisite to future progress in 
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understanding the role of control in complor 
organizational settings. " (p. 168) 
While the above comments strongly support the inclusion of a 
case study in this study, several other factors also support this 
mode of enquiry: 
a) Bruns and Kaplan (1987) suggest that the case study is 
particularly appropriate where the phenomenon to be studied is 
poorly documented. It was noted in chapter 3 that the main thrust 
of management accounting empirical research has concentrated on 
the production function. No empirically-based, management 
accounting orientated studies that focus on brand management, a 
subset of the marketing function. or the building and exploiting 
of brand wealth, have been discovered in the literature. This 
area of - research would thus appear to be ripe for applying case 
study methodology. 
b) Bruns and'Kaplan also note that the case study may be 
gainfully applied where recent changes in the environment make 
even well-documented conventional wisdom suspect. The relatively 
recent advent of brand valuation, its inclusion in several 
companys' audited statements and the considerable publicity that 
has surrounded the debate associated with this development may 
be 
viewed as constituting a change to the environment. This change 
is, pertinent to this study as it may have affected the attitudes 
and. perceptions of brand management with respect to the 
, 
feasibility of accounting and budgeting for brand value, the 
exploitation of brand equity, the importance of brand value 
maximisation, etc. 
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c) Given the paucity of earlier-research that has been referred 
to in connection with (a) above, a. case study represents an 
opportunity to discuss the findings arising out of the 
quantitative analysis conducted in chapters 7 and S. Such 
discussion can be used as a spring-board to generate further 
research questions that may be the subject of subsequent 
research. 
Despite the support for case study methodology in accounting 
research, it would be misleading to suggest that this approach 
meets with unanimous.. approval. The legitimacy of qualitative 
research has been the subject of debate in the accounting 
literature (Abdel-K ilik and Ajinka, 1983; Tomkins and Groves, 
1983) and there is no real consensus of opinion. 
The principle criticism of case study research centres on the 
threats to internal and external validity that are inherent in 
the approach. Internal validity threats include the issue of 
whether reported effects are real, i. e. it is difficult to assess 
whether the significant variables and factors have been 
recognized and measured by the researcher. 
Bruns and Kaplan (1987) categorise traditional accounting 
research into three groups : (1) deductive, model building, 
analytic research; (2) controlled experimentation; and, 
(3) 
empirical analysis of large data bases. They note that such 
traditional accounting approaches achieve a high degree of 
internal validity, due to the ability of an outsider to appraise 
the logic of the research and also perform a close replication of 
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the study. At the root of criticism directed at these traditional 
modes of research, however, is a concern that the phenomena under 
investigation may bear an unsatisfactory relationship with the 
phenomena experienced in real organisations. Traditional 
(non-qualitative) research orientations, thus embrace a high. 
degree, of internal validity, but suffer from- a potentially low 
degree of external validity. 
Threats to external validity also arise when case studies are 
based on one or a few companies. Daft (1980) notes that the case 
study-experienced a decline in the 1960's as an emphasis on 
rigour resulted in many researchers adopting experimental and 
survey` designs. A fundamental reason for this shift in 
methodology was the view that the generalisability of results, 
from research based on one or two companies, is compromised. 
Authors of accounting-based case studies frequently apologise for 
their inability to generalise the results of their study 
'(Scapens, 1990). 
Despite criticisms that may be levied against this research 
method, its deployment in this study can be defended on the basis 
of its strengths that have been outlined above. Concerns with 
respect to the lower internal validity associated with the 
approach are mitigated by the fact that it is not the only 
research method employed in the study. 
9.3 Case study design 
In designing the case study, due attention has been given to 
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the following four criteria that Bruns and Kaplan (1987) identify 
as a prerequisite to good field research: 
1) Choice of subject matter: that the researcher selects a 
significant problem, poses appropriate questions and explores 
original themes. This issue has already been addressed in chapter 
1 where it was stated that no organisational accounting research 
concerned with the brand manager has been discovered in the 
literature. 
2) Choice of site and research design: clearly the site must be 
appropriate for the proposed study. Triangulation should be 
adopted i. e. interviews, document consultation and 
questionnaires. Triangulation has been achieved in this study as 
the subject of the case study participated in the B. M. survey. 
The findings from this analysis have led to more informed 
questioning in the interview stage of the case study. The 
principle documentation consulted was the company's marketing 
trainees handbook. 
3) Data presentation and interpretation: executives can be 
quoted in their own terms in order to avoid academic jargon, and 
this data can be organised using existing theories or concepts. 
This criteria has been observed in this study. Manager quotations 
have been ordered under 10 appropriate headings. 
4) That the findings from the study carry practical 
implications. The practical implications of this study are 
evident from the interest in the study shown by the subject 
company. It was the Marketing Director's interest in the study 
that caused him to agree to the company's participation 
in the 
research. 
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9.4 Objectives of the case study 
1), Describe the organisational hierarchy as it pertains to 
brand management. 
2) Gain an overview of the nature of accountability within the 
brand management function. 
3) Review the nature and role of the budget in the context of 
brand management. 
4) Ascertain the extent to which emphasis is placed on 
accounting indicators of performance. 
5) Attain an insight into brand managements' attitudes towards 
the importance of budget participation and reliance on accounting 
performance measures. 
,. 
6)t Review brand managers' views towards the significant 
hypothesis test results reported in the previous 2 chapters. 
7) Gain an insight into brand managers' perception of brand 
valuation. 
8) Develop a richer understanding of the context and nature of 
brand management. 
9) Gain an insight into brand managers' perceptions of 
'symbolic" aspects of budgeting. This final objective represents 
a perspective hitherto not adopted in this study, it is thus 
briefly elaborated upon below. 
9.4.1 Budgeting and symbolism 
Budgeting has traditionally been viewed as serving such 
"technical" roles as formalising planning, providing a basis 
for 
performance evaluation, promoting communication, etc. over the 
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last two decades, however, there has been a growth in 
questioning the symbolic as opposed to the technical use of 
sanagement accounting systems (Gambling, 1977; Meyer and Rowan, 
1978; Burchell et al., 1980; Covaleski and Dirsmith, 1986; 1988; 
1990). Examples of such symbolism include: 
1) the extent to which the budget legitimises and maintains 
systems of power and control (e. g. Cooper, 1980; Covaleski and 
Dirsmith, 1986); and, 
2) the extent to which the budget clarifies senior 
ianagement's expectations with respect to the successful 
dispensation of subordinates' duties (Collins, 1982). 
Symbolic budgetary roles do not necessarily arise as a result 
of intent, but rather they can be seen to arise in a spontaneous 
or latent manner. Covaleski and Dirsmith's (1990) reference to 
'masked symbols" highlights the problems confronting the 
researcher interested in ascertaining the nature of such 
symbolism. This symbolism is difficult for the researcher to 
detect and appreciate as the accounting "actors" may not be 
fully aware of such symbolic roles. 
"In attempting to examine the value premises 
of accounting, this literature has set for 
itself a formidable empirical task. The 
methodologies of the natural sciences may not 
be appropriate for questions of meaning and 
values. In many cases, furthermore, the values 
which accounting embraces and enacts are 
implicit in action and, therefore, invisible 
to conventional methodologies. One way around 
this problem may be to focus on "critical 
situations" (Giddens, 1979; p. 124) where 
social routines are disrupted and the implicit 
becomes problematic. " (Richardson, 1987, 
p. - 352) 
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The case study conducted herein represents an opportunity to 
enquire into the perceptions of brand managers with respect to 
such budgetary symbolism. In light of the foregoing comments, 
hovever., the limitation of a case study acting in a supportive 
capacity to survey research, has to be acknowledged. The type of 
prolonged and intensive case study called for by researchers 
interested in budgetary symbolism has not been conducted herein. 
Findings arising from this aspect of the case study should thus 
be regarded as being of a very tentative nature. 
1.5 Intervi wdsy 
Interviews are widely referred to as being structured, 
kai-structured or unstructured. Borg and Gall (1983) describe 
this nomenclature in the following manner: 
1) Structured interviews involve brief questions with yes/no or 
1few alternate answers. The level of enquiry in this type of 
? sestioning is such that the data could alternatively be 
Collected via a mailed questionnaire. 
2) In a semi-structured interview, the interviewer poses a 
"rtes of structured questions followed by open-ended questions 
tsigned, 
to probe for more complete and rich data. The 
4*1-structured interview thus has the advantage of heightened 
CýJectivity 
combined with a more complete understanding of the 
respondents' 
views than would have been possible in a mailed 
T'iestionnaire. 
3) In the unstructured interview, the interviewer does not have 
1detailed list of questions, but employs a general plan of 
°iectives. If the respondent takes the discussion off at a 
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tangent, the interviewer allows the drift of the conversation to 
continue. -"Bryman (1989) notes that this type of interview 
frequently resembles more of a conversation than the question-and 
-Answer format associated with the structured interview. 
The distinction between these three categories is not 
clear-cut, rather, they should be seen as lying on a continuum 
ranging from structured to unstructured interviewing. In this 
=may, the interviews can be seen as characteristic of the 
=02i"structured interview, with a strong unstructured element. 
dis secondary element is in recognition of the richness that can 
' gained by allowing the discussion to range over relevant 
krceptions- of the interviewee that could not have been foreseen 
by the-interviewer. 
The following list of questions represents the semi-structured 
t Ponent of the interview. In addition to this list, the 
$ibnificant findings made in conjunction with hypothesis testing 
the previous two chapters were discussed. 
1) Describe the organisational hierarchy as it pertains to 
4iad 
Management. 
2) Describe the budget-setting process. 
3) Do you feel that your budget-setting involvement is at an 
'Propriate level? 
4ý What are the primary roles that you see the budget playing? 
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S) Describe the extent to which emphasis is placed on 
accounting indicators of performance. 
6) Do you feel that the level of emphasis placed on accounting 
Performance indicators is appropriate? 
7) Do you see any internal organisational benefits arising out 
of brand valuation? 
8) Do you see the budget playing a subtle role in any of the 
following areas: 
" as a political tool 
- reinforcing the authority of superior over subordinate 
" legitimising the authority of superior over subordinate. 
Interview question no. 
11 
2 1,5 
3 2,3.4,5 
45 
5 3,6 
6 B. V and B. M. hypotheses 
77 
8 All questions 
98 
DocLpntation revw 
x 
x 
X 
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9.6 company Bac g ond 
The company selected for detailed case study research 
satisfied the requirements of being a strongly-branded FMCG 
toopany with brand managers willing to be interviewed on the 
subject of accounting control. 
The company, which wishes to remain anonymous, is an operating 
Company within a larger international holding group. The major 
; Art of the holding company's business is in branded consumer 
6OOds,, primarily foods, drinks, detergents and personal 
Products. The operating company's 38 brands can be categorised 
by the following product groups: deodorants, hair, skin and 
dental The case study interviews were conducted during the 
Sumer of 1991, this is half-way through the company's financial 
Year and coincided with what is widely acknowledged to be a 
Severe, international economic recession. 
9.7 Casstudy data 
9"7.1 Description of data collection 
It is evident from table 9.1 that the primary means of data 
Collection in the case study was via interviewing. Taped 
tkrviews 
were conducted with nine company representatives 
evolved 
in brand management. As can be seen from table 9.2 
ttterviews 
lasted for around 50 mins. (40 minutes minimum and 
60 
tes, maximum). 
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.. S 
BRAND MANAGEMENT PERSONNEL INTERVIEWED 
Title Number interviewed Average length 
(minutes) 
Product Croup Manager 
Erand Manager 
1 
8 
45 
50 
The primary document reviewed was the "Marketing Trainees 
Randbook" (MTH), an in-house, 60 page folder outlining company 
Organisation and systems that are pertinent to marketing 
trainees. 'This handbook was produced in September 1990 and 
subsequently distributed to all new marketing trainees. 
The description of data collected has been grouped under the 
following ten headings: brand management organisation structure; 
Brand Manager job description; budget-setting process; budget 
biasing; budget participation; role of the budget; reliance on 
accounting performance measures; symbolic aspects of budgeting; 
attitude'to brand valuation; attitude to significant results of 
hYpotheses 
testing. The number following each quotation 
corresponds to the appropriate interviewee number. This 
has been 
iOcluded'so 
that the reader may compare comments made 
by one 
i4terviewee. Criteria employed for including quotations are as 
follows 
1) they shed light on an issue; 
2) they reinforce a view widely held by brand management; 
3) they are typical of brand management's thinking; 
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4) they represent a view that departs from typical brand 
aanagement thinking; 
From the commentary provided in each section, it is hoped that 
the reader will gain an appreciation of what is typical and 
&typical of brand management's thinking on each subject raised. 
9.7.2 Brand Management Organisational Structure 
- 1. 
Before describing the organisation of the marketing 
department, attention should be drawn to the company's committee 
structure which impinges on the marketing department's decision- 
Baking. The company has several permanent committees which help 
to manage marketing activities. Four of these committees are 
described 
as acting in a "chain-like" manner, i. e. if a problem 
addressed by the lowest level proves too broad, it is passed up 
for consideration to the next committee in the chain. These 
Committees are: 1) the "company operations group", which meets 
fortnightly to discuss operational issues and proposed brand 
arketing schemes; 2) the "strategic resources committee" whose 
tole includes ensuring appropriate allocation of financial and 
Personnel resources, consistent with maintaining product 
development 
and innovation in line with the long-term plan; 
3) 
The "operations planning group" which takes specific briefs 
from 
strategic resources committee; 4) the "innovations group", 
Vhtch is concerned with the generation and implementation of 
'das 
concerning products from all areas of the business. 
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The marketing department is split into four product groups, 
each run by a Marketing Manager. The Marketing Managers were 
described as "tending to have devolved authority to run their 
product group"l. Each product group- focuses on a specific 
product market in which the company owns several brands. Below 
the Marketing Manager the organisational structure assumes more 
of a flat than a hierarchical structure, as all levels report 
directly to the Marketing Manager. The only exception to this 
reporting structure arises in a few cases where a Brand Manager 
is assigned to work for a Product Group Manager. The Product 
Croup. Manager was described as "rather a strange beast"4, 
because while they have greater authority than a Brand Manager, 
their authority is not well defined. They were also described as 
a half-way house between the Marketing Manager and Brand 
Manager. The larger product groups have one or more Product 
Croup Managers who assume some of the Marketing Manager's 
responsibilities. There are four Marketing Managers (one at the 
bead of each product group), four Product Group Managers (one 
product group has two, two product groups each have one and one 
group-. has none), three Senior Brand Managers and 18 Brand 
Managers. 
This organisational structure is depicted in figure 9.1. 
With 
the exception of size, the composition of each product group can 
be viewed as similar. For. this reason, in the interest of 
clarity of exposition, only product group 2 has been elaborated 
ZPOn below the level of Marketing Manager. The distinction 
between 
,, managers below Marketing Manager is the assigned 
trading, with each grade carrying a salary band. Because of 
the 
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flat nature of the reporting structure, management titles below 
the level of Marketing Manager have been presented in descending 
order of grade, but not joined by vertical lines. 
<, k 
Marketing Director 
äarketing, Manager Marketing manager (Product group 1) (Product group 2) Product groups 3&4 
Product Group Manager 
Senior Brand Manager 
Brand Manager 
Two interviewees referred to a formal and an "unspoken", 
informal, hierarchy. While the formal may be captured by the 
organisational chart presented above, the unspoken hierarchy 
is 
mach more subtle. At the root of this second hierarchy is the 
saaner in which the manager entered the company. Managers 
join 
'tither' in connection with the holding company's "Central 
hagement Training Scheme" (CMTS), or as a "Direct Entrant". 
The holding company places great importance on its annual 
recruitment campaign. A rigorous interviewing schedule is 
'ape lemented with an emphasis placed on recruiting 
top 
graduates. These graduates are then placed on the two year 
CMTS 
which involves a series of six month placements as an Assistant 
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Brand Manager. Subsequently, staff are somewhat labelled as 
being either a "CMTS" or a "direct entrant" manager. "While we 
try to submerge this distinction, we are nevertheless always 
conscious of it"l. The importance of the training scheme appears 
to be the network of contacts that it provides to the trainee 
*X4 the sense of identity achieved with the other trainees, 
Which provides the incumbent with a strong sense of the company 
Culture. 
9.7.3 Brand Manager's job description 
The functional distinction between the job titles is based on 
to Marketing Manager assuming more of a long-term strategic 
Perspective than the Brand Manager. The Marketing Manager is 
also responsible for a portfolio of related brands whereas. the 
brand Manager is responsible for only one brand. 
'When exploring the nature of the boundaries between jobs, it 
became -evident 
that there is considerable potential for 
frustration borne out of problems of overlap and vague 
.; 3 
demarcation 
of responsibilities with respect to a brand. The 
"ord "ownership" cropped up in several interviews as 
interviewees 
talked of "staking out greater ownership of the 
brand. . 
The somewhat vague nature of the Brand Manager's job 
is 
tPparent from the absence of any formal job description. 
The 
following 
quotations are - indicative of Brand Managers' views of 
The essence of their job: 
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-"The brand manager's job is fairly complex and thus difficult 
to define simply. In its essence it involves strategic 
management and maintenance of the brand, i. e. you are 
responsible for the day-to-day running of the brand and the 
delivery of a market share figure at the end of the planning 
period. 05 
- "It's all about enthusiastically championing the interests 
of the brand. "3 
- "One -of my main priorities 
is to develop, commercially 
justify and organise the brands promotional plan.... The brand 
manager is also concerned with the implementation of an agreed 
promotional strategy. "4 
- "Brand management is one of the most challenging yet one of 
the most frustrating jobs because you don't have a formal job 
description, you don't have 
, authority. 
You have, considerable 
responsibility as the buck always stops with the Brand Manager. 
"". When I deal with someone who is head of planning who 
has 
considerably more authority and clout than I, I have to get him 
to deliver a production plan. We are expected to champion the 
interest of the brand, but this does not mean that we are truly 
responsible for it. "5 
9.7.4 Budget set {ng process 
in the company, the term budget is used in the narrow sense of 
authorised expenditure, and the term "annual estimate" refers 
to 
the document encompassing budgeted sales, expenditure and 
profit., In this case study review, the term budget will 
be used 
is its: broader sense, i. e. consistent with the earlier 
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literature review, it will encompass estimated sales, expenses, 
profit, etc. 
The budget-setting process 'is handled slightly differently by 
the various Marketing Managers who were widely referred to as 
having either a "hands-on or a hands-off management style". As a 
generalisation, the Brand Manager provides the Marketing Manager 
with an estimate of next year's sales. An extrapolation of 
sarket growth and the trend of the brand play a key influential 
role in making this judgement. The findings of any consumer- 
based market research conducted on the brand, combined with any 
Specific promotional plans also influence the decision made on 
the budgeted sales level. Following the identification of this 
figure, - estimates are made of long-term brand research 
e=penditure, advertising and other promotional activities. The 
Marketing Manager then considers the reasonableness of these 
estimates and computes the expected sales and profitability 
levels for all of the brands in his/her product portfolio. 
. 
Following the initial estimates provided by the Brand 
Managers, there is "inevitably a lot of top-down and bottom-up" 
discussion before a compromise is reached on the 'budgeted 
levels: The distinction between 'top-down and bottom-up was 
clearly-, widely recognized as most interviewees used this 
specific terminology. Several Brand Managers found this to be 
the source of frustration for two reasons. Firstly, they' would 
have liked to be more acquainted with the rationale 
behind' the 
top -down figures. "The budget setting process can be extremely 
frustrating 
as we felt that money allocated to 
sections of "the 
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brand was- insufficient to pursue the promotional schemes that we 
had identified"4. A second observed problem with the way the 
top-down and bottom-up process is managed is that several Brand 
laaagers felt that time was wasted in the numbers game of 
catching the top-down requirements with the bottom-up estimates. 
It was'felt that emphasis tended to be too heavily loaded 
towards the numbers and that this came at the expense of time 
Spent considering the merit, or otherwise, of the brand plans 
that lie behind the numbers. 
In the- budget-setting process the need to satisfy the 
'AUabers' requirements of the parent-group was very evident. 
this observation is supported by the following quotations: 
'There-are two aspects to budget-setting: the numbers and the 
Operational plan behind the numbers. I am concerned that there 
Is a real divergence of focus between these two. The budget- 
Ittting: 'process is' long and tedious, focussing on the 
Abers.:.. it involves a formulation of what the parent group 
Ylts. While the bottom-up element is important, successive 
4etings designed to discuss the top-down figure required, have 
decreasing 
value for the internal management of the brand..... 
quality of our thinking and planning suffers from the 
obsession of providing the right numbers to the parent group. "7 
'The budget-setting process has a large degree of 
kaninglessness. This may be because of the strong influence of 
t4G parent company. I don't think that budgeting itself is a 
baste*of'time, its just the way that we have tended to do it has 
4ea 
a waste of time..... I think its useful because no business 
run without planning. We are being asked to do more planning 
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on a volume and value basis which forces us to clarify our own 
thinking and critically appraise timings. -5 
9.7.5 Budget biasing 
With respect to an incentive to bias the budget, several Brand 
Managers referred to two competing influences. On the one hand 
the Brand Manager may be motivated to estimate ambitious sales 
figures in order to gain a greater expenditure budget (this is 
because sales promotion and advertising budgets tend to be based 
on a% of sales), while, on the other hand, there is an 
incentive to understate expected sales in order to provide an 
easier target. The motivation to create an easier target has 
grown because of the company's recently introduced bonus scheme 
that involves monitoring target achievement. 
Interviewee 1 saw a further reason for biasing the sales 
budgets in a conservative manner. She felt that the costs of 
Spoilage due to ageing stock is tangible (in the sense that , 
it 
can be physically seen and, more importantly, the cost is 
recorded by the accounting system), yet the cost of lost sales 
due to stock-outs that stem from a low estimate of sales are not 
tangible and are not evaluated by the accounting system. The 
cost of stock-outs are thus not visible to senior management, 
Vhile the cost of overestimations of sales are visible. The 
Brand 'Manager thus has an an incentive to err on the 
conservative side when providing sales estimates. This issue was 
described 
as "a major frustration for Brand Managers"., A ., second 
Interviewee 
also felt that the tendency was to err on, the 
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conservative side. Six interviewees felt, however, that brand 
tanagers tend to be optimistic and ambitious in sales and target 
setting.; Interviewee 9 felt that "overall a sense of realism 
dictates". 
"If you are managing a "cash cow" brand you will err towards 
the realistic estimate, if, however, you are dealing with a 
brand that is having a relaunch, you are more likely to go for 
an ambitious estimate. "7 
14 
"As you know that some money will be knocked off your budget, 
it makes sense to put in ambitious bottom-up sales figures. The 
tumber I put in is the money I need to do the best job on the 
brand. "8 
9.7.6 Participation in budget-setting 
In. order to understand the extent of Brand Manager 
Participation, the phraseology used in the marketing trainees 
handbook may be considered informative: "Brand managers are 
given budgets for each of the brands that they manage". It is 
interesting to note that the wording is suggestive of minimal 
brand` Manager participation in budget-setting and that the 
flgure'. is strongly influenced by top-down considerations, i. e. 
Erand Managers are given budgets, they do not develou them. 
As was noted earlier, the extent to which a Brand Manager 
feels that he participates in budget-setting depends to a 
large 
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extent on the "hands-on hands-off style of the Marketing 
Manager. Generally, Brand Managers felt limited involvement 
after the bottom-up iteration has been completed,, as the 
top-down tends to dictate. Despite this, full involvement in the 
bottom-up stage was felt to be of critical importance and was 
closely allied to feelings of brand ownership. 
The following are indicative of comments made pertaining to 
participation: 
'Participation in budget-setting has been extremely useful in 
helping me gain a more complete understanding of the brand. It 
lade me realise the extent to which, on a small brand, how 
incredibly sensitive we are to volume. I. hadn't got to grips 
vith this before. "4 
'Participation in budget-setting is very important. It helps 
You to write down in numerical form, rather than conceptual 
form, what is happening next year. I think more about justifying 
1y expenditure at the budget preparation stage than at any 
other. So being forced to go through the process is healthy in 
Itself 
. "2 
'Participation plays an important part in my understanding. 
F 1-1 
Things do, not just arrive on my screen without my knowing how., 
they got there, participation means that I know why the figures 
are what they are. "3 
'I think participation in budget-setting is psychologically 
Lportant because I feel much more involved with budgetary 
targets. Before I used to look at number of units sold but now 
I +m much more focused on what profit we are making. I also 
feel 
greater, ownership of the brand since my involvement 
in 
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budget-setting. 04 
"While I feel involved in the bottom-up phase of 
budget-setting, the end result tends to be dictated by the 
top-down. "5 
'I have no qualms about the level of my involvement in budget- 
Setting... . it is not a source of frustration to me. "9 
'The extent to which a Brand Manager feels that they 
participate and own the budget will be greatly affected by one's 
perception of how they manage the process rather than the 
reality of the situation. I personally feel very close to my 
plan, but others may not feel the same way. "3 
"Brand managers sometimes get frustrated in budget-setting 
because they don't understand the thinking of the Marketing 
Director. We put down what we think we can achieve and they put 
down what they want..... There is a sense of frustration that 
what we put down is not really heard.... We know more about our 
brand than anyone else, yet we are not making the decisions. "6 
"Marketing Managers should involve Brand managers more in the 
budgeting process.... We are asked to come up with numbers, 
these are referred to the pow-wows at the directorship level and 
then the numbers are handed back down to us.... There should be 
sore explanation of what is going on.... more communication about 
it, as this would result in people feeling more ownership of the 
budget. "1 
9.7.7 Role of the budget 
Of the traditional, technical roles of the budget, 
authorisation, planning and co-ordination were most evident. 
The 
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cost figures in the budget are viewed from an authorisation 
perspective, while the inclusion of sales figures ensures 
planning. The co-ordinating function is seen as a fundamental 
role of, the budget, as the budget provides the basis upon which 
production resource planning is made (i. e. staffing, number of 
daily, production runs, raw material and packaging requirements 
etc. ).. 
- 
The roles of the budget are elaborated upon in the marketing 
trainees handbook. It notes that: "Budgetary control is crucial 
if the, business is to stand a good chance of delivering the 
required trading result to (the parent company) without 
endangering the long-term health of the brands. It is vital that 
the-brand budget files are kept up to date". The : handbook also 
aotes,: that, on an on-going basis, the Brand Manager is 
responsible for recording expenditure and monitoring cumulative 
expenditure to ensure that it is in line with brand budgets. 
Thus again, the role of the budget almost as a contractual 
agreement between parent group and subsidiary, is evident. This 
view of the budget is further supported by the following 
quotation: 
` "The budget's primary role is that it indicates to the holding 
company, what we expect to achieve over the year.... It acts as a 
kind of"watchdog, ensuring that we are in line and in the right 
hall park at the end of the year. "3 
. 
The_authorisation role of the budget is evident 
in the 
handbook 
when it states that, 'Brand budgets provide 
financial 
resources for the brand in some/all of the following areas: 
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Brand Development Costs, Marketing Development, Promotional 
Expenditure, Advertising Production, Public Relations, etc. ". 
This role of the budget is further supported by the following 
two quotations: 
"The budget allows you to plan your activities and my current 
standing in terms of expenditure, i. e. how much more I have in 
the pot for this year". 2 
"It keeps you informed in terms of what you are allowed to 
spend". 3 
Interviewee 4 felt that there was not much emphasis placed on 
controlling some types of expenditure, e. g. modifying the art 
vork on a poster. It was felt, however, that this was not very 
important compared to the costs associated with a failed 
promotion because the art-work is poor. 
44 
In order to place the importance of the authorisation role in 
perspective, the significance of other expenditure constraints 
should also be appreciated. Interviewee 4 did not see the budget 
is the major controlling influence over expenditure. The major 
controlling influence was seen to stem from a need of the 
promotional proposal to satisfy the commercial guidelines 
established for promotional expenditure. More specifically, 
every promotional scheme requiring a specific holding of stock 
(this may arise due to an offer of an extra 20% free of charge, 
or launch of a competition) must generate £25,000 extra 
contribution. This threshold represents a fundamental control 
over promotional expenditure. While this is seen as a strong 
initial control, it was noted that a Brand Manager would also 
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have to present a very persuasive argument for taking 
expenditure over budget. 
There was a wide consensus among interviewees that the budget 
represents a discipline over the short-term planning process. 
The various elements of formal planning include a five year plan 
vhich is updated every 2 years. There is an annual estimate, 
Which is fed into the budget and several updated plans for the 
current year, which are concerned with the latest estimated 
sales and expenditures for the current year. "The budget 
represents the primary vehicle through which specific Brand 
tanager plans are reviewed by the Marketing Managers. "2 
The following comment identifies a frustration with budget led 
planning: "I think the budget imposes a short-term discipline 
that is necessary as it stops you always promising jam 
to-morrow. The fact that we finish up running the business in a 
series of 12 month chunks is a source of frustration, because 
while at the beginning of the year you are thinking in terms of 
a 12 month horizon, as the year progresses the relevant time 
horizon is decreasing, and as you enter the final months of the 
year there is a knee-jerk reaction and you start thinking about 
the whole of next year. Ideally we should always have a 12 month 
time horizon with rolling figures. The problem with the current 
system is that the first time that one thinks of January next 
year is in July/August this year and this is too" late to put 
plans into place that take a year to fully implement. "9 
While the authorisation, planning and co-ordination roles of 
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the budget could have been expected in advance of conducting the 
case study, the strength of the connection between budget 
targets and parent company pressure had not been expected. The 
significance of this observation should not be underestimated as 
a discussion of this budgetary role has not been encountered in 
the literature. 
9.7.8 Reliance on Accounting Performance Measures 
Local computer terminals are installed in all offices. All 
Brand Managers thus have easy access to a company performance 
reporting system which provides up-to-date company, trade sector 
and brand performance information prepared from a financial 
perspective. In addition to these reports, one may access the 
most recent sales estimate by brand. 
It should be noted that the power of the budget as a basis 
for 
monitoring performance appears to be compromised by Marketing 
Management's tendency to shift the allocated marketing research 
budget from one brand to another on the basis of their 
judgement. This was found to be a source of frustration for some 
Brand Managers. The value of the accounting figures is also 
compromised by the tendency to use the advertising budget as a 
"balancing account" in a manner that ensures achieving 
budgeted 
profit. If a product group is experiencing a short-fall compared 
to budget, profitability targets will be met by slashing the 
advertising budget. This can usually fairly easily 
be achieved 
, by reducing the Christmas advertising budget, which is the most 
expensive and occurs immediately prior to the company's 
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financial year-end. 
`'While I have to remain within expenditure limits, its very 
fluid because on my brand we have a very large promotional 
budget which is sloshed around from one promotional account to 
another. We have to hit our profit target due to pressures from 
the holding company. If our turnover is not sustaining an 
adequate profit figure, we will mercilessly slash advertising". 2 
A further complaint raised about the accounting system relates 
to the limited extent to which the brand manager feels ownership 
of the brand's marketing budget. "It never feels like the 
numbers are yours"2. Central to this problem is the fact that 
other people can sign things off on a brand's budget without 
providing any information to the Brand Manager. Strong Brand 
Manager performance with respect to controlling expenditure will 
thus not be apparent in the accounts. "We are not measured on 
tightly managing expenditure at all"l. The primary control of 
marketing expenditure is imposed via commercial appraisal by the 
company operations group. 
It is claimed in the trainees handbook that each brand is 
treated'as a separate profit centre, i. e. each brand is charged 
for costs associated with its development, production, marketing 
ind sales. The comments made above, however, seem to suggest 
that the accounting system commands little respect as a 
basis 
for 'appraising Brand Manager performance. Brand Managers 
generally felt that they were not held to be profit accountable. 
While there were mixed views, it was generally felt that there 
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should be greater emphasis placed on "judiciously" reviewing a 
Brand Manager's profit performance. The following comments are 
indicative of Brand Managers' views towards accounting 
performance measures. The comments of Brand Managers who are 
favourably disposed to accounting performance measures are 
presented first. 
"I don't feel profit responsible. We should be held more 
profit accountable, in the long-term it would cause us to be 
more commercially aware. Many Brand Managers are not really 
commercially aware. What tends to happen is that we are 
conscious of turnover and other people in the company manage 
Our profit so that parent company targets are met. one brand 
does not have to achieve profit goals, rather a more macro- 
perspective is taken where the profit of the product group is 
held to be important. The business will cut advertising from a 
budget in order to meet profit. You have to be careful though, 
because there is a level of advertising, below which you are not 
investing in the brands. "8 
"Increasing emphasis is being placed on the numbers, i. e. 
sales, market share and profitability.... In making this 
emphasis, acknowledgement is made of factors in the market that 
are beyond the brand manager's control.... Despite 
this 
increased emphasis, I still feel that it is too little. 
This 
stems from the fact that we are to an extent buffered from the 
realities of business by a strong parent company. This 
has led 
to a degree of complacency in the company. "5 
1 . i. 
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Interviewee 7, who had previous experience with another large, 
strongly branded company felt that in the earlier experience 
much greater emphasis had been placed on the accounting numbers. 
'This responsibility was now assumed more by the activities of 
the commercial and planning department and less by the Brand 
Manager. The advantage of this system is that it frees Brand 
Managers'to concentrate more on the consumer". This interviewee 
felt that Brand Managers should be held more profit responsible 
as-it would prepare them better for moving up the organisation. 
'Actual against budget as a tangible manifestation of 
performance is looked at but it is not as important, in terms of 
my career development, as how I get on with my Marketing 
Manager and how he sees me working on a day to day basis. 
Commitment, application, flair are the type of things that I 
think are held to be important. "3 
"Very little emphasis is placed on my performance in terms of 
accounting results.... basically I don't think Brand Managers 
feel accountable to the budget. The quality of the strategic 
thinking that I put behind my brand, enthusiasm, and 
thoroughness of thinking are more important aspects of my 
performance. "6 
"I find the monthly accounting statements have no bearing as 
,a 
basis for my performance appraisal. "2 
Interviewees 3 and 9 expressed concern with placing 
increased 
emphasis on accounting performance measures: 
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"The accounting numbers are becoming increasingly important. 
To judge Brand Managers by the numbers is a dangerous line to 
tread, because the Brand Managers do not have much influence in 
switches made to the brand's budgeted level of, support. There 
are too many aspects that are beyond the Brand Manager's control 
and it would thus be unrealistic to judge the Brand Manager on 
budgeted sales.... Greater profit responsibility is nevertheless 
consistent with brand ownership, which is_in the long-term 
interest of the brand. "9 
"The budget is not important in my performance appraisal, 
however I like to keep myself up-to-date on turnover and 
.1 .1 
profitability. This is because the Brand Manager should be aware 
of everything happening to the brand. You can't know too much 
about what is happening to your brand..... Senior management 
appreciate that it is inappropriate to judge performance by 
sales. Some brands can maintain themselves in spite of bad 
brand 
management while for others, the Brand Manager has done well to 
maintain sales at their existing level. "3 
Other concerns expressed concerning the accounting system were 
as follows: 
The most weakly monitored area in this company is promotions. 
All we look at is total expenditure, we never analyse what 
that 
has got us in terms of additional sales. A promotional scheme 
Proposal is reviewed by the planners and an estimated cost 
of 
the. scheme is developed. The scheme is also commercially 
appraised by the marketing accountants. It is then reviewed 
by 
the company operations group. This group provides the 
final 
-347- 
stamp of approval. At no point afterwards does anyone appraise 
the scheme. No appraisal is made of the accuracy of the 
estimates. This is not monitored in a structured way. There is 
thus -insufficient after-the-event accountability for the 
promotion. "5 
"The system does not cause brand managers to question whether 
they really need to spend an extra £2,000 to change the shade of 
peach'on packaging... I believe we see money literally being 
burnt". l 
9.7.9 Symbolic aspects of budgeting 
This area of the case study proved to be the most difficult to 
pursue. This is because when enquiring into the possibility of a 
subtle symbolism, whose form can not be appreciated in advance 
of the case study, the researcher is unable to explicitly refer 
to what it is that he is seeking. This makes the 'posing of 
appropriate questions very difficult. A variety of questions 
were, posed to different interviewees. The choice of question 
depended on the nature of the rapport that had been struck 
during the interview. Typical of the questions posed are the 
-following: 
Do you see the budget playing any subtle role as a vehicle 
. that reinforces or legitimises the power of your superior over 
you? 
'-Have you ever viewed the budget as a political instrument? 
The majority of interviewees viewed the budget to , be 
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performing critically important organisational roles and that 
other, more subtle implications of budgeting were not evident 
and had not crossed their mind. As a generalisation, one may 
conclude that such subtle budgetary implications were either not 
significant or not appreciated at the Brand management level. It 
is my feeling that the former predominates over the latter. One 
respondent felt that such matters "are a fine example of a 
wooly, academic, fruitless, brain exercise"9. Despite this 
view, the following represent comments that are partially 
related to the literature that views the budget in this 
alternative light. 
'I see the budget very much reinforcing the power of the 
superior. With respect to expenditure against certain budget 
accounts, e. g. the media budget, I am not allowed to approve 
such expenditure. The system thus reinforces power and 
authority. Some insensitive superiors hold meetings with the 
commercial department and I am left ignorant of expenditure 
authorisation decisions made that affect my brand. I have 
subsequently asked my superior not to have any meetings with the 
commercial department that involve budget allocation unless I am 
present...... We should be involved because we have more 
detailed information about the brand than anyone else.... 
There 
is no one better placed than us to put together an estimate of a 
brand. "5 
"If you've been on the receiving end of some draconian 
budget 
hatcheting, I suppose one might well feel that it symbolises the 
Vielding of a superior's power, this is particularly so if the 
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reasons for changing the budget are not well communicated.. . . 1, 
however, have never been on the receiving end of anything like 
that,, so I don't view the budget in that light. "3 
"In some instances you may have a Marketing Manager who is 
more predisposed to one brand or advertising campaign than 
another deserving brand. The power of the manager, as manifested 
through the budget, is thus in evidence. "8 
-'One has a feeling that the most powerful Marketing Manager is 
the one whose group gets the largest slice of the budget. "9 
"I think that the potential for these type of issues is much 
greater at the boardroom level. "2 
"I don't see the budget as a vehicle of politics or power. "7 
9.7.10 Brand valuation 
Interviewees were asked to elaborate on their views of any 
internal organisational implications arising from a periodic 
brand evaluation conducted in connection with a brand valuation. 
Cenerally, Brand Managers were supportive of brand valuation 
especially the evaluation component. One Brand Manager saw 
negligible 
benefits and regarded the exercise as a waste of 
time. The following quotations illustrate these views. 
'While brands are not explicitly valued, a certain amount of 
of brand valuation occurs due to constant brand evaluation..... 
-350- 
It would be useful to have an objective appraisal of the brand's 
value which could be monitored over time. It may help the brand 
manager's cause as it might express in black and white the 
things that the brand manager subjectively feels and would like 
to pass on to superiors". 2 
"It could provide the basis for questioning what we are doing 
tight and wrong in terms of advertising expenditure, etc. "6 
"There is no doubt that the accounting numbers instil a 
tendency to be short-termist. Brand valuation may counter this.. 
". What should also happen is that there should be a minimum 
promotion figure for each product category. "8 
"It is good because it is a tool that forces us to ruthlessly 
look at our brand equities versus the competition. It forces you 
to stand back and look in a more objective way at your brand's 
stature. We are guilty here of thinking that some of our brands 
are more significant than they actually are.... I see it more as 
a strategic than an operating tool. "7 
"1 think brand valuation is extremely useful, we should all 
be 
doing it. It is one way of allocating priority in the company. 
Ina company such as ours with 30-40 brands fighting 
for 
resources it would help provide the board with direction as to 
which brands they should exploit, dispose of etc..... 
I 
definitely see it providing information for strategic 
decision- 
making..... It would help provide some tangible 
focus in 
overybody, s mind..... For an old established brand, whose value 
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may now be declining, this is something we should know and 
discuss. At the moment there's too much groping in the dark..... 
At the moment there is only market share as an indicator of the 
brand's value. "l 
"You need someone independent to look at your brands to assess 
their worth. From a corporate level there should be an 
appreciation of the value of each brand, particularly with 1992 
and the growing need to think globally. "8 
"We don't adequately take stock of our brands' standing. 
Anything that forces us to assess where the brand is at, and 
where it is going is a valuable exercise. "5 
. _"To an extent, the company already does conduct on-going 
brand 
assessments, although this is not necessarily done on a 
systematic basis ..... It would be interesting to extend 
this to 
a brand valuation, however it must be a difficult thing to 
do..... It would be useful to establish the company's 5 power 
brands in order to stimulate discussion which ones we would like 
to build and which ones to milk. 06 
-: "I think that the people who believe their company 
is being 
short-termist will be the people who think that the company 
is 
not being careful about the value of their brands.... 
brand 
valuation would make people more aware of the value of their 
brands"6. This interviewee went on to state that former strong 
brands tend to live on as strong brands in the eyes of 
management, even though they are no longer so, and that maybe a 
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brand valuation would bring the message home more powerfully. It 
was felt that a formal internal appraisal is justified because. 
currently, so much has to do with the level of internal 
recognition. 
One interviewee was opposed to brand valuation: 
'I do not see any internal organisational benefits arising 
from brand valuation. I would expect that the results obtained 
from such an exercise would highly correlate with our peoples' 
beliefs.... I am sceptical about benefits arising from the 
valuation as I see it as an algorithmic process that may be 
subjected to a slanted brand management's input, designed to 
has the process ..... I can see potential benefits arising 
from 
brand valuation in a company with strong short-termist 
tendencies, but I do not think that this is the case in our 
company. "9 
9.7.11 Attitude to significant hvoothesis test results 
Exploring Brand Management's views on some of the significant 
hypothesis testing results was found to be difficult. This was 
because the interview situation did not lend itself to reviewing 
some of the more complicated hypotheses that involved 
interactions between variables. Nevertheless, the 
following 
represents a summary of Brand Manager views to some of the more 
easily understandable hypotheses that were provided with support 
in the previous two chapters. No views contrary to , 
the 
hypothesis testing results were encountered. 
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Participation leads to lower JRT, received widespread support. 
'I would have expected this relationship as nothing causes 
greater tension than a lack of understanding"l. "The more 
involvement you have the less uncertain you feel and therefore 
the happier you are"6. One Brand Manager likened participating 
in the budget to being able to put your own pinions in the rock 
face when climbing. "If you fall so you can grab on to the 
pinion that you are familiar with and trust, Similarly the 
budget gives you something more tangible to hold on to during 
times of uncertainty. "3 
"I would expect tox see participation related to superior 
trust, as the fact that one has a high degree of participation 
is indicative of the superior trusting the subordinate, and 
relationships tend to be reciprocated. "3 
The unprompted reason provided for participation 
being 
significantly related with JRT in areas of high task 
uncertainty, was, that it gave such managers some much needed 
tangibility. It was felt that greater participation would 
be 
associated with greater emphasis placed on remaining within the 
budget,. and that this budgetary constraint provides task 
uncertain managers with a brief defined with greater clarity. 
Marketing-orientation leads to lower JRT received widespread 
support. "I feel that the company's marketing-orientation 
is 
going down as we become increasingly concerned with 
total 
quality. As marketing-orientation drops, so, given the current 
boundaries of my role, I expect to become more frustrated 
in my 
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work. 03 
Several of the Brand Manager comments noted above in 
connection with attitudes towards brand valuation provided 
support for the finding that brand valuation represents a 
counter to short-termist tendencies. 
9.8 Conclusion 
Yin (1984) has argued that the aim of case study research is 
not'to: infer sample findings to a population, but to generate new 
insights that are useful for building theory. In this study, the 
case study has been conducted following a quantitative analysis 
of hypotheses. It's primary role is to imbue the interpretation 
of the quantitative hypothesis testing with a greater richness. 
It is felt that such richness can only be achieved 
following 
involvement in the context of an organisation. 
Yin also comments on the ongoing nature of all social science 
research efforts. The case study thus represents an -opportunity 
to gain a more complete understanding of accounting control of 
brand management and such understanding can be used as the 
basis 
for further theory building. A consideration of such theory 
is 
the subject of the further research discussion in the 
final 
Chapter. 
The, principle findings arising from this case study conducted 
via interviews and documentation review in a large, strongly- 
branded company are as follows: 
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" The extent of a Brand Manager's responsibility is not well 
defined. Brand Managers felt that it was their job to champion 
the interests of their brand and that they had a degree of 
responsibility for all matters associated with the brand. This 
responsibility was not matched, however, by the degree of 
authority required to feel that they control their own budget or 
company personnel outside marketing, in matters relating to their 
brand. This potential for frustration appears to manifest itself 
in a desire to gain greater "ownership" of the brand. This desire 
for brand ownership is closely associated with a widely held 
desire for extensive participation in brand budget-setting. 
- An alternative role of the budget, not encountered in the 
literature on budgetary roles, was found to be evident. Brand 
! tanagers saw the budget in terms of a contractual agreement with 
the parent company. A considerable amount of time is spent 
catching "bottom-up" plans with the "top-down" number 
requirements. Once figures have been formalised as the final 
budget, a considerable amount of account switching and adjustment 
to the advertising budget will be made to ensure that the 
budgeted profit for a product-group is met. 
- Conflicting pressures on the Brand Manager to bias 
budget 
estimates in either a conservative or an optimistic manner were 
observed. While different views on the direction and prevalence 
of this phenomenon were noted, the tendency appears to 
be for 
grand Management to submit optimistic sales estimates. 
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- Conflicting views were also expressed with respect to the 
extent to which reliance should be placed on accounting measures 
of a Brand Manager's performance. The varying leadership styles 
of the Marketing Managers may partially explain the diverse views 
on this subject. On balance it appeared that the majority of 
Brand Managers felt that they should be more profit accountable. 
" Symbolic roles of the budget such as the legitimisation and 
reinforcement of authority were considered. Little evidence was 
found,; however, that Brand Managers saw the budget to be playing 
such roles. 
The case study findings will be drawn upon in the discussion 
section in the next chapter. 
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10.1 Introduction 
As noted in chapter 1. this thesis has two research themes. 
The first objective of the study has been to extend our 
understanding of variable relationships that have been explored 
in the organisational behavioural accounting literature. The 
originality of this part of the research stems from the fact 
that no empirical study with an organisational or a behavioural 
accounting perspective on the brand management function has been 
found in the literature. 
The %second research theme has focused on brand valuation. The 
two main research objectives associated with this part of the 
study, were stated in chapter 1 as follows: 
a) to establish the nature of organisational implications 
associated with periodic brand valuations; and, 
b) to establish what factors influence attitudes to brand 
valuation. 
While much of the discussion in this chapter is relevant to 
these objectives, specific reference to the extent to which they 
have been reached is made in that section entitled "Thesis 
Contribution". 
-358- 
In section 10.2 below, a discussion of the results emanating 
from the empirical phases of the study is presented. These 
results are considered in the light of earlier findings and 
existing theories. Central to this consideration is the proposal 
of several extensions to existing theory. These theoretical 
developments reconcile this study's results with existing 
accounting literature, and are believed to be relatively 
specific to the brand management function. 
These theories also constitute part of the original 
contributions section (10.3). The strategically-orientated 
nature of brand value implications as well as the association 
between short-termism and attitude to brand valuation are also 
put forward as significant contributions of the study. 
Sections 10.4 and 10.5 are devoted to a review of the 
limitations of this study and recommendations for future 
research. The final section of the chapter provides a summary of 
the preceding sections and some concluding remarks on the 
subject of brand valuation. 
10.2 Discussion of findings 
Initially in this section, findings made in connection with 
the implications of brand valuation are discussed. This 
is 
followed by a review of the findings associated with the 
organisational and behavioural implications of accounting 
for 
brand management. 
3 
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10.2.1 Brand valuation 
The brand valuation findings are introduced by_ describing 
issues arising from the exploratory interviews. This is followed 
by, a description of the brand valuation proposition findings and 
the results of testing the brand valuation hypotheses. 
10.2.1.1 Introduction to brand valuation findings 
The three empirical phases of this study (i. e. exploratory 
interviews, survey and case study) have all provided information 
relevant to the brand valuation propositions and hypotheses 
posited in chapter 5. These findings will now be drawn together 
as a review is made of what this study has contributed to our 
understanding of the implications of brand valuation. 
During the exploratory interview stage of the research, it was 
'Stablished that two primary motives lie behind companies 
valuing their brands. The first was referred to as "putting- the 
balance sheet in order". Companies pursuing a policy of 
acquiring other strongly-branded companies experience reduced 
fm 
levels of book value gearing because the value of the 
intangible assets acquired is written-off against reserves. 
Erand valuation has been used as a mechanism to reduce such 
Vrite"offs and provide a more realistic gearing measure. At the 
root of the second motive is a desire to circumvent stock 
exchange restrictions that require shareholder approval of bids 
for other companies where the value of the acquiree's assets 
is 
Sore than 25% of the acquiror's net assets. By capitalising the 
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value of brands, strongly-branded, acquisitive companies can 
inflate the book value of reported assets. This represents an 
example of what has been called "creative accounting". 
Discussions at the exploratory interview stage also indicated 
that -while the initial reasons for brand valuation were 
externally-orientated, subsequent to brand valuation, benefits 
of an internal, management-orientated nature had come to light. 
Such benefits include: 
(1) Provision of more thorough and complete information on 
"arket share. 
(2) Educating management on factors that influence a brand's 
value. 
(3) Greater respect commanded by recommendations arising from 
as independently conducted brand valuation compared to 
recommendations made by an advertising agency. This is because 
the latter has a vested interest in promoting advertising 
expenditure. 
(4) Provision of information relevant to strategic planning 
(e. g. decisions relating to brand extension). 
(5) The role played by the brand valuation consultant as a 
aediator between the Managing Director of an operating company 
seeking larger promotional budgets and the group head office. 
(6) A reduction in the short-term emphasis promoted by 
conventional accounting performance measures. 
(7) The promotion of greater brand awareness in "low 
aarketing-orientated" companies where the value of the brand and 
the factors that lie behind its strength, are not widely 
appreciated by the company's management. 
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The last two benefits have been tested using data collected in 
the questionnaire survey and are discussed in more depth below. 
The other benefits were incorporated, to varying degrees. in the 
brand valuation (B. V. ) propositions. In chapter 5, these 
propositions were presented as a model of factors influencing 
brand value. In order to support discussion of, the proposition 
findings, this model is reproduced as figure 14.1 overleaf. 
10.2.1.2 Brand valuation proposition findings 
Table 10.1 (page 364) includes the mean score attained by each 
of the brand valuation propositions in the brand valuation 
(B. V. ) survey. Listed under the column headed "item" is the 
corresponding questionnaire number. 
In an analysis of this table, one should qualify any 
interpretation made of the relative ranking of each proposition. -"- 
This, is because the wording of the proposition, and not just the 
'proposition message" that one wishes to convey, may affect 
relative ranking. If question C 11 in, the brand valuation 
questionnaire ("the inclusion of brand value on the balance 
sheet acts as a powerful reminder to company policymakers that 
brands are an important asset"), had been reworded so that the 
word "strong" was used instead of "powerful", would this 
item have received the highest mean score? This is only one 
example of the infinite number of ways in which an apparently 
simple relationship can be conveyed using different words. Each 
change of words, however, slightly affects the proposition 
conveyed. For this reason, it is believed to be more appropriate 
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to discuss findings in general terms, rather that to conduct a 
discussion of findings made at the individual proposition level. 
Item Item description 
_n- 
Mean Std dev_ Skew 
C1l Policy reminder 134 4.373 1.995 -. 476' 
C13' Investor information 134 4.366 1.679 -. 566 
C8 Debate 133 4.203 1.753 -. 616 
C9.: Brand value max. 133 4.150 1.717 -. 483 
C12 Strategic planning 134 4.000 1.764 ". 325 
C10 Long term perf. 133 3.962 1.640 ". 326 
C5 Motivation 133 3.902 : 1.859 -. 179 
C2 Improved planning 133 3.767 1.758 -. 114 
C7 Performance measure 133- 3.662 1.678 -. 232 
C6" Ambiguity 133 3.579 1.671 -. 080 
C15 Brand support 132 3.578 1.648 -. 198 
C4, - Co-ordination 133 3.436 1.751 . 074 
C3- Participation 132 3.379 1.707 . 056 
Ir 
S 
_r 
-A factor analysis of the survey data collected on 
the brand 
valuation propositions identified one strong underlying 'factor., 
This signifies that respondents' views towards the propositions: 
are strongly influenced by an overall attitude to e brand 
valuation. Despite this factor analysis finding, it was noted in 
chapter 7 that higher mean scores tend to be associated- with 
strategic, long-term management benefits arising from brand 
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valuation, rather than operationally-orientated management 
benefits. Ranked in the top six are propositions concerned with 
the extent to which brand valuation would: 
(1) remind policymakers of the importance of brands 
(2). communicate company performance to investors 
(3) increase examination and debate of brand performance 
(4) result in more attention being focused on maximising brand 
value 
'(5) result in enhanced strategic brand planning and control 
(6) result in improved long-term brand performance. ' 
The second of these propositions, "communicate company 
performance to investors", is an externally-orientated issue 
mentioned during the exploratory interviews as a benefit that 
may arise from brand valuation. Due to its distinct orientation, 
it was not included in the model of internal benefits deriving 
from brand valuation. The other propositions ranked in the 'top 
six are highlighted in figure 10.1 by an'asterisk. 
From figure 10.1, it is evident that all of the highlighted 
propositions (numbers 7,8,9,10 and 11) can be"traced back 'to 
the'! "Political" or "creator of reality" budgetary, -roles. These 
two'roles of the budget can be viewed as distinct from the 
other 
budgetary roles. In fact, many authors describing budgetary 
roles fail to refer to the political and creator of 
reality 
aspects of the budget (e. g. Emmanuel and Otley, 1985). 
The 
results of this part of the study suggest that the literature 
has afforded these budgetary roles an insufficient level of 
emphasis. 
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The political and creator of reality are more abstract'"and 
ethereal compared to the technically orientated roles-that are 
generally attributed to the budget. The roles that are more 
conventionally associated with the budget can be "seen 'in 'the 
context 
of figure 2.1., presented in chapter 2. This figure 
depicts the widely accepted view of the budget as a tool 
concerned with annual control. It is only when the' longer-term 
implications of the budget are considered that one moves to 
appreciate those benefits that are less immediate. This 
distinction in budgetary roles highlights the difference between 
the top six and the bottom seven brand valuation benefits. 
This distinction between the nature of higher and lower 
scoring brand valuation benefits becomes more apparent when the 
low scoring benefits are further examined. Six of the seven 
benefits scoring the lowest mean scores contain the words{"brand 
manager" or "brand management'. only one of the top six factors 
contains these words. The association of "brand management" with 
the lower ranking benefits highlights their more technical 
nature. We can conclude that there is a belief amongst senior 
ranking officials in strongly-branded, British- FMCG companies 
that the internal organisational and behavioural benefits 
that 
accrue from brand valuation have more of a strategic, 
long-term 
nature than an operational, technical nature. This 
finding 
provides support for the relative strength of 
the 
less'widely referred to budgetary roles. 
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So far, discussion of the brand valuation propositions has 
been conducted in connection with the survey data collected. 
This distinction between strategically- and operationally- 
orientated brand valuation benefits is also supported by 
comments made in interviews conducted during the exploratory and 
case study phases of research. Typical of these comments is the 
following view made by a case study interviewee: 
".. (brand valuation) is good because it is a 
tool that forces us to ruthlessly look at our 
brand equities.... It forces you to stand back 
and look in a more objective way at your 
brand's stature.... I see it more as a 
.: strategic than an operating tool. " 
Each of the phases of empirical data collection thus appear to 
provide, support for the view that brand valuation benefits are 
bore strategically- than operationally-orientated. 
10.2.1.3 ResLt oba valuation hypotheses tests 
Three brand valuation hypotheses were posited in chapter 5. 
B. V. Hyi othesi si 
Management in companies characterised by high short-termism 
will be more favourably disposed to brand valuation. 
,. The rationale supporting this hypothesis is based on the view 
that the practice of 
. periodic 
brand value assessment will 
highlight. the importance of the long-term performances of 
the 
brand. This long-term, emphasis is not apparent in,, traditional 
accounting measures concerned with annual profit, sales, etc. 
Therefore, if a manager believes his company to 
be 
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short-termist, he will be more favourably inclined towards, an 
accounting measure that counters such short-termism, by , placing 
greater importance on the long-term strength of the brand. 
Support for this hypothesis has been provided at the 
exploratory interview, survey and case study stages, of , 
the 
research. With respect to the survey data, it was found that 
when a regression equation is formulated with MBV (perceived 
merit, of brand valuation) as the dependent . variable , and 
short-termism as the independent variable, short-termism,, is 
statistically significant at the . 01 level of confidence. 
I This finding, when combined with views expressed during_,. the 
exploratory and interview stages of the research, provides 
strong support for the following statement: Senior management in 
strongly-branded, British FMCG companies believe that monitoring 
brand value acts as a counter to short-termist , management 
tendencies. .,., 
This observation raises the profile of brand valuation to that 
of an important control tool that can be used to counter 
short-termism. It should be noted, however, that research 
concerned with the implications of brand valuation, is presently 
bound to be of an exploratory nature. This is because; of 
the 
relative novelty of the technique. While support for the use., of 
brand, 
-valuation as a counter to short-termism , 
has , 
been 
provided, the small number of companies currently valuing., 
their 
brands.. prohibits any in-depth enquiry into whether -brand 
valuation has resulted, in greater emphasis placed on 
the 
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long-term. once a sufficient number of companies has been 
identified as periodically assessing brand value, the findings 
nade in this study can be exposed to more rigorous testing. 
B-V. Hnothesi S2 
Management in companies with a low marketing- orientation are 
more favourably disposed to brand valuation. 
This hypothesis was derived from opinions aired during the 
exploratory interview stage of the study. It was felt that 
marketing information benefits to be derived from brand 
valuation will be less in companies with a high marketing- 
orientation. This is because in marketing-orientated companies, 
aarketing information systems are, by implication, already 
relatively well developed, and marketing-orientated information 
can be expected to be influential in shaping company policy. 
In 
a similar vein, strategic decision-makers in marketing- 
orientated companies can be expected to have a relatively 
high 
appreciation of the importance and value of the company's 
brands. 
This hypothesis was not, however, provided with any support 
by 
the data collected in the survey phase of the study. 
Statistical 
analysis of this data did not reveal any relationship 
between 
perceived level of marketing-orientation and attitude 
towards 
MBV. Other than speculating on the possibility of potential 
"is-measurement problems, there appears to be no obvious reason 
to explain why no empirical support has been provided 
for this 
hypothesis that has considerable intuitive appeal. 
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Marketing-orientated managers are more favourably disposed to 
brand valuation than accounting-orientated managers. 
This hypothesis was based on the belief that accountants 
perceive brand valuation to be irreconcilable with the 
historical, objectively-based accounting model. It was also 
believed-that marketing managers view brand valuation as a 
vehicle that can provide the value of company brands with 
explicit recognition. 
The user's dissatisfaction with the existing accounting 
controls may also be put forward as causing marketing 
management to hold more favourable attitudes towards 
brand 
valuation. Marketeer's may view brand valuation as a new 
accounting measure that may rectify some of the shortcomings 
evident in conventional measures, i. e. marketeer's, when 
compered to accountants, have a greater appreciation of the 
benefits that brand valuation may provide. 
B. V. hypothesis 3 has been provided with strong support. 
The 
t-test applied to the brand valuation survey data indicated 
that 
aarketing-orientated management viewed brand valuation 
more 
favourably than accounting-orientated management (sig. - "081) 
and that marketing directors hold more favourable attitudes 
to 
brand valuation than finance directors (sig. . 
024). 
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This finding provides further support to those theorists who 
refer to a conflict between the accounting and marketing 
functions (Wilson, 1970; Berry, 1977; Wilson and Bancroft,:. 1983; 
Moss, ' 1986; Simmonds, 1986; Wilson, 1988; Srikanthan , et al., 
1989). ' ''The finding that different attitudes towards brand 
valuation are held by accountants and marketeers extends these 
views of'a conflict to an area of debate that has, hitherto, not 
been investigated. 
Attitude to brand valuation and seniority 
While no relationship had been hypothesised, it was found that 
attitude to brand valuation was related to seniority (director 
vs. non-director). 
This 'finding detracts from earlier comments that. - brand 
valuation benefits tend to be strategically- srather than 
operationally-orientated. This is because senior positions are 
expected' to be more closely involved with strategic 
decision-making. If brand valuation does offer potential 
advantages to strategic decision-making, one would-expect this 
to be recognized by'senior management and, thus, that a =strong 
attitude to brand valuation be associated with senior positions. 
The higher scores for strategically-orientated' benefits >of 
brand valuation may have arisen from the belief of: 
`junior 
management that such benefits will accrue from brand,, -valuation. 
Such a belief may be misguided due to the relatively 
limited 
involvement of these individuals in strategic decision-making. 
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The relationship between seniority and attitude to brand 
valuation may also have arisen due to the younger, more: junior 
management being more favourably disposed to change. The 
adoption of periodic brand valuation can be seen as a clear 
example. of change as it involves the use of a relatively novel 
accounting technique. 
10.2.2 Findings arising from organisational and behavioural, 
orientated accounting research 
This section describes the significant findings that arise 
from those parts of the study concerned with ; extending, 
our 
understanding of organisational and behavioural accounting,: 
variables that have been analysed in the literature. It has 
been 
noted several times that the involvement of brand management 
provides this work with a perspective . that 
is distinct, from; 
earlier studies. ' Two main findings arising from this phase, of . 
the research are as follows: 
1) Low levels of reliance on accounting performance measures 
are associated with reduced performance and increased 
Job-related tension. 
2) Increased levels of participation are associated with 
greater, trust in superiors, a more positive attitude to reliance_, 
on accounting performance measures, and lower "job-related _, 
tension, especially in situations of high task, uncertainty. 
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-The following discussion is organised by using the variables 
"RAPM", -wparticipation" and the various variable interactions, 
which were employed as independent variables in several of the 
hypotheses, as section headings. 
10.2.2.1 Reliance on accounting performance measures 
It was noted in chapter 8 that the survey data revealed a 
relatively low emphasis on accounting performance measures 
compared'to non-accounting performance measures. Despite several 
studies using the same measure of reliance on accounting 
performance measures (RAPM), none of these studies has reported 
the relative importance of accounting versus non-accounting 
performance measures. Otley (1978) notes that his sample, -when 
compared to Hopwood's (1972) sample, represents a research site 
"that was well suited to the application of budgetary control 
systems". Given the relatively high task uncertainty and the 
limited extent to which level of responsibility is defined for 
brand management, the low RAPM evident in this study is to be 
expected. Compared to Otley's sample, the sample surveyed 
in 
this study is ill-suited to the application of budgetary control 
systems. 
An 
interesting 
finding relating to RAPM was its association 
with company market position. Simplifying the results presented 
in table 8.12, it appears that market leaders tend to place 
greater emphasis on RAPM than market challengers. One possible 
reason for this effect, referred to in chapter 8, is that market 
leaders, due to the increased level of activity associated with 
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being a market leader, involve larger operations which. in turn, 
necessitate greater responsibility assigned to brand managers. 
As an organisation grows, so its need for administrative 
controls (e. g. accounting controls) increases. Such 
administration-based controls can be compared to personal' (i. e. 
non-accounting) controls which involve superiors working in the 
same physical vicinity as subordinates and* achieving control 
largely through observation. 
Alternative controls associated with size may be one reason 
for the observed relationship between RAPM and market position, 
or'' one could interpret the finding as providing support for 
increased emphasis on RAPM. This support is based on 
"the 
supposition that higher emphasis on RAPM is a commercially 
effective control strategy and that it has contributed to the 
success of market leaders. 
Support for emphasis on accounting-based performance measures 
was also provided by the case study. While a variety of views 
were expressed by interviewees, the majority felt that there 
should be increased emphasis placed on "judiciously" reviewing a 
brand manager's profit performance. It was felt that greater 
emphasis on "accounting" performance would make brand managers 
more commercially aware and prepare them for promotion. 
` 
tS 
The importance of RAPM to brand management is"also 
evident in 
table 8l6. From this table, it can be seen that 
RAPM is 
significantly positively correlated with performance, 
budget 
motivation and attitude to RAPM, and negatively related 
to JRT. 
-374- 
The negative relationship between RAPM and JRT contradicts 
Hopwood's (1972) finding of a positive relationship between 
emphasis on accounting-orientated performance measures and 
tension. The obvious distinction between this and Hopwood's 
study is the same as that highlighted by Otley (1978), i. e. the 
nature of the operating environment of the sample studied. Otley 
was not able to support Hopwood's finding and believed that one 
plausible reason for this is that his sample was better suited 
to the application of budgetary control than Hopwood's sample. 
The finding in this study, however, contradicts Otley's 
reasoning. As noted above, this study has been concerned with an 
organisational activity that is characterised by a relatively 
unstable external environment with an ambiguous cause-effect 
relationship. It is, therefore, a sample that is apparently less 
well-suited to accounting-based controls when compared to 
Hopwood's and Otley's samples of production managers. Following 
Otley, one would have expected that this study would have 
revealed undesirable outcomes associated with increased RAPM. 
The view that emphasis on accounting performance measures is 
more appropriate in production environments due to their 
relatively unambiguous cause-effect relationships and 
objectives, is intuitively appealing and has received widespread 
support (e. g. Hayes, 1977). The results of this study, which 
conflict with this view, suggest that there must be a 
particularly powerful alternative, effect that has caused 
RAPM 
to be related to variables in a manner that contradicts what 
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established theory would have led us to expect. 
Before a rationale supporting the results of this study is put 
forward, it should, be remembered that the four RAPM 
questionnaire items achieved a relatively low score when 
compared to non-accounting measures of performance. This 
indicates that the sample is not experiencing a high RAPM and it 
may be more appropriate to view the study's findings in the 
following manner: "a low RAPM results in undesirable outcomes". 
rather than "a high RAPM results in desirable outcomes". While 
Hopwood took the view that a high emphasis on accounting 
performance measures can result in dysfunctional outcomes, the 
results of this study suggest that, in a brand "management 
context, a low emphasis on accounting performance measures can 
also result in dysfunctional outcomes. 
Otley concluded the description of his study by calling''for 
the development of a contingent theory of budgetary control 
based on differences in organisational types and ' the 
environmental circumstances in which they operate`. - It 
is 
believed that this study has uncovered a powerful 'contingency 
factor that has not been referred to in accounting literature. 
The factor is a desire to assume greater responsibility over a 
particular domain of organisational activity. 
The position of brand manager is characterised 
by a high 
degree of potential frustration which stems from the relative 
ambiguity associated with the level of responsibility. 'The 
brand 
manager is charged with "championing the interests` of the 
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brand", a very broad, open-ended, organisational duty. The 
Potential breadth'of this managerial mandate is apparent when 
one recognizes that the Managing Director of a strongly-branded 
company can also be described as being charged with furthering 
the interests of the 'company's brands. 
The frustration stemming from the ambiguity of responsibility 
level'is exacerbated by the relative mis-match between breadth 
of responsibility and actual authority assumed. In order to have 
the authority to manage a brand in line with their aspirations, 
brand managers would have'to experience a relatively "hands-off" 
management style from their superiors. Such a supervisory style 
is consistent with the use of more administrative controls' over 
subordinates, e. g. greater emphasis placed on accounting 
performance measures. In effect, greater use of accounting 
performance measures signifies less of a "hands-on" supervisory 
style and thus greater freedom for brand managers to implement 
the brand management policies that they see as appropriate. The 
brand manager would have greater freedom, as his only constraint 
Would be the need to meet accounting denominated targets. In 
reality, this appears to be a relatively loose constraint, as 
the subjects of the case study tended to meet profit targets by 
treating the advertising budget in a residual manner, 'i. e. -in` a 
bad year budgeted profits were met by cutting advertising. 
thereby reducing costs. 
It is believed that the connection between RAPM 
and a desire 
for greater responsibility, which carries with it a freedom' to 
act based on one's own judgement, has not been referred to 
in 
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the literature. This connection has not been made in earlier 
studies involved with RAPM as there has been a marked tendency 
for such studies to be based on subjects involved in the 
production function. The extent of a production manager's 
authority and responsibility is delineated with much greater 
clarity. This is because his span of control can be directly 
traced to assets and employees involved in the physical 
conversion process of one or more products or subcomponents. 
Increased responsibility for production managers is believed to 
be- most usually signified by gaining responsibility over the 
production of a greater number of product lines, and not by an 
increased hands-off management style exhibited by their' 
superior. The fact that the production function lends itself to 
accounting control means that a relatively hands-off form of 
control tends to be in place and that the hands-on/hands-off 
supervisory style continuum is not as great an issue as it 
is 
for the brand manager. The relatively clear demarcation of the 
span of control associated with the production manager is not as 
evident for the brand manager. This causes brand manager 
superiors to exhibit greater differences along the hands-on/ 
hands-off management style continuum. 
The theory put forward above (i. e. linking a desire 
for 
increased authority and freedom to act with the importance of 
RAPM in the context of brand management) is diagrammatically 
depicted in figure 10.2. Asterisks have been placed below each 
item that has been found to be significantly related to 
RAPH. 
The diagram shows increased RAPM being associated with 
increased 
authority and freedom to act. This in turn leads to reduced 
JRT 
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and higher performance. It is appropriate to link decreased JRT 
with increased performance as the two variables have been found 
to be highly correlated (. 6169, sig. < . 
001). The model also 
highlights the impact of RAPM on budgetary motivation and 
attitude to RAPM. The relationship between RAPM and the latter 
two variables is to be expected and it is not, therefore, as 
significant as the relationship uncovered between: 1) RAPM and 
JRT; and 2) RAPM and performance. 
Summarising the issues surrounding an appropriate level of 
RAPM, statistical analysis of survey data supports the view that 
RAPM is positively related to market leadership, brand manager 
motivation and performance, and negatively related to JRT. 
Discussions held with brand management suggest that an increase 
in RAPM is justified as it promotes greater brand manager 
commercial awareness. 
When developing a theory that provides a supporting 
rationale for a study's empirical findings, it is important that 
weaknesses in the theory development are highlighted. Criticisms 
that can be levied against the above theory building are as 
follows: 
(1) The association between market position and RAPM may 
be a 
function of the size of the brand's operations. 
(2) While market challengers were associated with low 
levels of 
RAPH, from table 8.12 it can be seen that this was not the case 
for market followers and nichers. 
(3) Performance and RAPM are only significantly correlated at 
the'. 1 level of significance when a 1-tail test is employed. 
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(4) 
-Case study interviews with brand managers were held in one 
company. The mean RAPM in this company is relatively low 
compared to the mean of all brand managers sampled (2.7 vs 3.3). 
Interviewees may thus have been influenced by factors specific 
to the research site. 
IN A BRAND MANAGEMENT CONTEXT 
------------ 
lIncreased 
~"r ------ > ------ budgetary j 
Imotivation( 
------------ 
. 
Increased 1->-(Increased authority ->-, Reduced I->-(Increased 
) 
RAPM ý land freedom to act II JRT I Jperformancel 
.. i... --------------------- ----*- 
--------------- 
More Positive 
------>-----I attitude to 
I RAPM 
--------------- 
* 
* found to be significantly related to RAPM- 
10.2.2.2 Participation 
10.2.2.2.1 Introduction tQ findingn related to 
j .- aßä 
The results of both the survey and the case , study phase 
of 
this work provide corroborating evidence of the , 
importance of 
'participation" to the brand manager. Interviewees in the case 
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study repeatedly made reference to the importance of involvement 
in planning. When one recognizes that the finalised budget 
represents the crystalisation of the one-year plan, the 
importance of participation in budget-setting becomes apparent. 
-Several interviewees alluded to the budget-setting phase as a 
source of considerable potential frustration. It was recognized 
as a management activity that highlights the relative power of 
the brand manager and signifies the extent to which their brand 
aspirations will or will not materialise. 
The importance of brand manager budget participation is 
also evident in the statistical analysis of the survey data. 
Table 10.2 overleaf summarises the results of statistical 
testing of hypotheses involving participation as the independent 
variable. Under the heading "Previous findingsa summary, of 
the findings of earlier studies concerned with the 
same 
variables has been included in the table. Where no earlier 
findings have been found, this area has been left blank. In this 
study, participation has been found to be statistically 
significantly related to: 
1) attitude towards reliance on accounting performance 
measures (positive relationship); 
, 
2) trust in superior (positive relationship); and 
3) job-related tension (negative relationship). 
From Table 10.2, it is evident that most of the earlier 
$ 
research conducted on participation has been performed 
in 
connection with the dependent variables performance and 
motivation. No support has been provided by the research rt 
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TEXT BOUND 
INTO 
THE SPINE 
HYPOTHESES 11OLVING PARTICIPATION AS THE INDEPENDENT VARIABLE 
This 
Dependent study's 
Previous findings findings 
+ve relationship: Milani (1975); Merchant 
(1981); 
Brownell (1982a); Brownell & McInnes (1986). 
Performance no relationship: Kenis (1979); Brownell 
(1985); 
gig Dunk (1989). (p-. 117) 
-ve relationship: Stedry (1960); 
Bryan & Locke 
(1967). 
+ve relationship: Vroom (1964); Hofstede 
(1968); 
Searfoss and Monczka (1973); Milani 
(1975); 
Kenis <1979). n. s. 
Motivation 
no relationship: Brownell (1983); 
Brownell and McInnes (1986); Mia (1989). 
Attitude +ve relationship: Searfoss and Monczka 
(1973); 
towards Kenis (1979). n. s. 
budget 
Attitude gig (p-, OS) 
towards 
RAPM 
Job-related -ve relationship: Brownell and 
Hirst (1986) 
(zig001) 
tension 
Trust in Sig (p-. 015) 
superior 
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reported herein, for a positive relationship between 
participation and these two variables. It should be noted. 
however, that at the .1 level of confidence, 
failure to report a 
positive relationship between participation and performance is 
only marginal. 
When one considers the results reported in the literature, 
failure to report significant findings for all hypotheses 
involving participation is hardly, surprising. Referring to the 
many accounting studies concerned with participation, Brownell 
(1982c) comments: 
"In spite of this long line of inquiry, the 
literature remains fraught with contradiction, 
overlap and a general lack of conclusiveness on 
the question of whether participation works or 
not. " (p. 124) 
Compared to earlier research on the effects of participation 
in budget-setting, the strength of its relationships wLL[ 
participation, JRT and trust in superior, that 
have been 
uncovered by this study, should be viewed as providing 
relatively strong support for those theorists who promulgate 
the 
view that participation "works". 
10.2.2.2.2 Discussion of findings relating to oartiý' Dý ýn 
Given the earlier finding that in a brand management 
context 
relatively low emphasis is given to accounting performance 
measures, it is to be expected that the benefit 
associated with 
participation would not manifest itself as providing 
greater 
budgetary motivation. Participation in budget-setting 
has been 
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described as representing an opportunity' for the individual to 
internalise the budget and, following his participation in 
target development, perceive the budget to be fairer. The issues 
of budget fairness and internalisation are not expected to be 
particularly relevant-, however, where the achievement of 
budgetary targets is not regarded as an important indicator of a 
manager's performance. 
Having noted that the importance of participation is not 
related to the budgetee internalising targets implicit in the 
budget, one has to provide an alternative reason for 
participation leading to decreased job-related tension and 
increased trust in superior. 
In a brand management context, it is the planning rather than 
the control role that appears to lie behind the importance of 
participation. The desired level of influence in planning 
invokes the issues of responsibility and freedom to act. 
These 
were referred to above in connection with RAPH. During the case 
study interviews, several references were made to the 
importance 
of "brand ownership". Brand ownership signifies the extent 
to 
which a brand manager feels he has responsibility and authority 
in managing the brand. Participation in budget-setting provides 
the brand manager with one of the more obvious opportunities 
to 
lay claim to greater brand ownership. It represents 
a 
manifestation of the extent to which a brand manager 
is involved 
in brand planning. We thus return to the issue of the extent 
to 
Which the brand manager's level of responsibility 
is relatively 
Poorly defined and the implication that this carries 
for his 
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desire to stake out greater ownership of the brand via budget 
participation. 
Further support for the view that the importance of 
. participation stems from its planning, rather than its 
performance monitoring implications, is provided when the scores 
-achieved on the items measuring participation are considered in 
. the light of the relative emphasis placed on accounting 
performance measures. For each of the six items comprising the 
participation measure (B. M. questionnaire, B 1-6), average 
scores ranged between 3.13 and 4.05. As the maximum score 
possible is 5, it appears that brand managers are involved to a 
greater rather than a lesser extent in budget-setting. At first 
sight, this appears to be inconsistent with a control mechanism 
-that involves relatively low importance placed on accounting 
measures of performance. This inconsistency can be reconciled by 
-the view that brand manager participation in budget-setting is 
high because of its importance as a planning tool rather than 
its importance as a basis for performance appraisal. 
3., 
Support is provided by Brownell (1982c) for the view that 
participation is important in the context of marketing 
management because of the implications that it carries for 
Planning involvement. It was noted in chapter 5 that Brownell 
sees the budget as an important control device, providing a 
basis for performance appraisal in those functional areas 
characterised by stable external environments (e. g. production). 
The budget represents a particularly important planning tool. 
however, for those functional activities characterised by 
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unstable external environments (e. g. brand management). 
The importance of involvement in planning as a means to 
gaining greater ownership of the brand, which in turn leads to 
lower JRT and increased trust in superior, is depicted in figure 
11 1 
10.3. It-is believed that this model captures the rationale for 
the observed relationship between participation and JRT and 
aast in superior. 
-Decreased 
"-------------- ----------- -- iRT Increased I lIncreased ( lGreater I., ----"------- 
participation -->-Iinvolvementl-->- brand- 
Iin planning] Iownershipi `ý ...... ------ 
--------------- ------------- ----------- 
JI Increasedi 
'I trust in' 
superior 
Translating this study's findings on brand' 'manager 
budget 
participation into a normative model, we find that 
Farticipation should be encouraged as it is associated with 
decreased job-related tension (a variable that is' known to' 
be 
Sensitive to some of the dysfunctional consequences of tension- 
(4tley, ` 1978]) and increased trust in superior. In 
'connection 
tith the earlier discussion that highlighted the importance of 
b? M, if greater emphasis is placed on RAPM, higher 
levels of 
budget 
participation would appear to be appropriate as 
it is 
associated with a more positive attitude to RAPH. 
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10.2.2.2.3 Findings involving interactions between 
participation. RA. PM and task uncertainty 
Compared to the significant relationships reported' above in 
connection with participation and RAPM, only one significant 
-relationship was uncovered in connection with hypotheses 
involving the various interaction terms. Table 10.3 summarises 
previous findings, and the results in this study for 
hypothesised relationships involving the interaction term RAPM 
and- task uncertainty. It had been hypothesised that 
dysfunctionalism would be associated with conditions of high 
(low) task uncertainty and high (low) RAPM. These hypotheses 
were based on the premise that in situations of high task 
uncertainty, budgetees would regard accounting performance 
measures as incomplete, and that in situations of low task 
uncertainty and low RAPM, dysfunctionalism may arise from 
inappropriate alternative performance measures used and an 
increase in role ambiguity due to a reduction in the clarity of 
formal work requirements. Table 10.3 reveals, however, that the 
survey results provide no support for these hypotheses. 
-Similarly, hypotheses involving the interaction term RAPM and 
participation, have received no empirical support. The results 
of hypothesis tests involving this interaction term, together 
with relevant findings reported in the literature, are 
identified in table 10.4. 
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HYPOTHESES I OLVING THE INTERACTION OF RAPM AND TASK UNCERTAINTY 
AS THE INDEPENDENT VARIABLE 
"Moth- This 
esis Dependent Previous findings study's 
zumber variable findings 
6 Job related consistent with hypothesis: Hirst (1983) n. s. 
tension no relationship: Brownell & Hirst (1986) 
10 Performance no relationship: : Brownell & Hirst (1986); n. s. 
-., Imoisili (1989) 
11' Attitude to no relationship: Imoisili (1989) n"s" 
budget 
12, Attitude to n. s. 
RAPM 
13 Motivation n. s. 
15 Trust in n. s. 
superior 
TABLE 10.4 
HYPOTHESES INVOLVING THE INTERACTION OF PARTICIPATION AND RAPM 
Hypothesis 
number 
9 
Dependent Previous findings 
variable I, 
----------- ----------------------------- 
+ve (consistent with 
(hypothesis) Cherrington & 
ICherrington (1973); Brownell 
ß(1982b) 
Performances 
No relationship: Brownell and 
Hirst (1986). 
-ve relationship: Dunk (1989)''1 
------------------------------ 
This study's 
finding 
sig (p- . 14) 
14 ý Trust in JI n"s"_ 
superior ý 
----"---"-"- . -----"-----"----------------------------------------- 
... __ _, 
The common element to all of the relationships identified 
in 
tables 10.3 and 10.4 is the variable RAPM. This variable 
has 
already been the subject of considerable discussion in this 
chapter. It was suggested that RAPM is significant in a brand 
management context because it signifies authority and freedom of 
action for the brand manager. The desire for greater authority 
and freedom to act is not believed to be systematically related 
to task uncertainty or participation. For 
'thi's reason. ' the 
statistically insignificant findings made in connection with the 
interaction terms do not contradict the theory that 
brand 
managers seek greater RAPM as a means to increased authority and 
freedom to act. 
ý. . ýý ý.. 
The only significant relationship apparent in connection with 
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an interactive term was the finding that job-related tension is 
significantly related to participation in situations of high 
task uncertainty but not in situations of low task uncertainty 
(B. M. Hypothesis 8). Interviewees in the case study felt that 
participation is important in situations of high task 
uncertainty as it provides an opportunity to gain greater job 
understanding and a reduction in role ambiguity. 
Again, the importance of the planning role of the budget is 
in evidence in this relationship. It is believed that it is via 
participation in planning that the budgetee attains an increased 
level of understanding. In effect, where the cause-effect 
relationship implicit to the brand manager's task is unclear 
(high task uncertainty), participation in budget-setting, which 
signifies greater involvement in planning, provides the brand 
manager with greater understanding of matters relating to the 
brand. One brand manager commented ".... nothing causes greater 
tension than a lack of understanding". A lack of understanding 
is believed to be more acutely felt in situations of relatively, 
high task uncertainty. For this reason actions that result` in 
increased understanding (e. g. budget participation) can be 
expected to be particularly highly correlated with a reduction 
in tension in situations of high task uncertainty. 
The only previous reported finding concerning the relationship, 
between participation and task uncertainty affecting job-related 
tension has been provided by Brownell and Hirst (1986). 
In their 
study, which was based on a questionnaire administered to a wide 
variety of functions, the relationship was found to 
be 
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insignificant. The inconsistency between the'finding in this 
study -and that reported by Brownell and Hirst may again be 
attributable to the difference in the population sampled and the 
implication that this difference carries for the nature of 
budget participation. As Brownell and Hirst's study involved 
managers from a variety of functional areas where the external 
functional environments faced are at varying,. levels of 
stability, it is to be expected that the planning role of the 
budget would not be as important as it is for the population 
sampled in this study. The connection between management 
understanding and planning involvement, which has been put 
forward as the reason for the observed relationship in this 
study,. can not be expected to be as strong for those managerial 
positions where, the planning role of the 'budget 
is not 
Particularly important. 
10.3 Thesis contribution 
The above discussion has drawn together findings from the 
three empirical phases of the study. In terms of originality and 
practical significance, the four most important findings of the 
thesis are as follows: 
1) Senior management in strongly-branded, British FHCC 
companies believe that the internal organisational and 
behavioural benefits that accrue from brand valuation have more 
of a strategic, long-term nature than an operational, technical 
nature. 
2) Senior management in strongly-branded. 
' British FMCC 
companies believe that periodic measurement of brand value acts 
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as a counter to short-termist management tendencies. 
, 3). 'The degree of emphasis placed on a brand manager's 
accounting performance carries important = behavioural 
implications. This is because reliance on accounting performance 
measures signifies the extent to which he/she has authority and 
freedom in managing the brand. 
4) Participation in budget-setting is positively- related. to 
trust.. in superior and negatively related to job-related tension. 
These, -relationships are associated with the brand` manager's 
desire. to gain greater brand ownership via involvement" in 
planning. . 
The importance of the first two findings stems from the fact 
that no study has been found that appraises the internal 
implications of periodic brand valuation. The potential of brand 
valuation as a counter to short-termism is , '. particularly 
significant as much has been written on the extent`' to which 
short-termism is promoted by conventional accounting controls 
(e. g. ` Hayes and Abernathy, 1980; Kaplan 1984b; Allen, - 1990). 
Kaplan's (1984b) comment on the undesirable- influence - of 
conventional accounting performance measures on intangible asset 
development was noted in chapter 4. Its relevance to this study 
Justifies its inclusion again in this chapter: 
"Perhaps the most damaging dysfunctional 
behavior induced by a preoccupation with short- 
term profit centre performance is the incentive 
created for division managers to reduce 
-expenditures on discretionary and intangible' investments. " (p. 410) 
The importance of the third and fourth findings 
is twofold. 
Firstly, the finding that RAPM and participation carry 
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significant behavioural implications in the context of brand 
management, is an original one. Secondly, the relatively novel 
reasoning that has been provided to support these relationships 
is also an original contribution. 
Much of the discussion in the literature concerned with RAPM 
has focused on dysfunctional ism arising because accounting 
measures are relatively incomplete indicators of performance. 
This study has taken the alternative view that, in the, context 
of brand management, RAPM is important because it signifies the 
extent to which the brand manager has authority and, freedom to 
act. 
Participation has been widely described as important because 
it provides an opportunity for the budgetee to, internalise the 
budget and, following participation in target development. 
perceive the budget to be fairer. It is suggested in this 
thesis, that, in a brand management context, participation 
is 
important not because of its implications for perceived budget 
fairness, but because of the opportunity that it provides 
for 
planning involvement which, in turn, signifies greater 
brand 
ownership. 
Discussion of the significant contributions' of this work 
brings the thesis full circle, as it provides an opportunity 
to 
review the extent to which the study's primary, objectives, which 
were stated in the first chapter, have been achieved. 
The third and fourth findings that were referred to above are 
-393- 
consistent with the first objective stated in chapter 1, `, i'. e. 
to uncover whether the distinct job characteristics of brand 
management result in alternative variable relationships to those 
described in the literature. " 
There is a strong connection between the second and` third 
primary objectives and the first two_, _.. significant contributions 
referred to above. The first significant finding (that- brand 
valuation benefits tend to be strategically-orientated) relates 
back to the second objective: "to establish' the- nature'-of 
organisational implications associated with periodic brand 
valuations". The relationship between short-termism and attitude 
to brand valuation (the second significant 'finding) can be= seen 
to be pertinent to the final primary objective which was stated 
as to establish what factors influence attitudes to brand 
valuation". 
10.4 imitations of study 
No organisational study truly represents an end in itself. The 
most that the researcher can hope for is to make a contribution 
to our understanding of some aspect of organisational behaviour. 
Such a contribution can generally be seen to raise as many 
questions as it answers. Organisational research, like all 
social science research, is somewhat open-ended; providing 
incomplete results when compared to research in the-pure 
sciences. The artificiality with which we write up- research- 
reports as if they represent well-defined and complete entities, 
is thus apparent. This research report is bound'to suffer 
= from 
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this weakness which is believed to be common, ` to varying 
degrees, to all accounts of social science research. 
This study has taken a management accounting perspective 'on` 
brand management. The manner in which this perspective has been g 
operationalised was largely influenced by the --°experience, 
knowledge and expectations of the researcher. Within the 
perspective taken, one can thus see that an infinite 'number of 
alternative approaches may be adopted to analyse the ' research 
problem. Similarly, an infinite number of management; accounting 
perspectives on brand management can be taken. The, research is 
thus limited in scope, as the potentially significant issues are 
vell. _ beyond the resources of any research student, or for . that' 
matter, any social scientist. 
Other worthy issues that could have been investigated under 
the guise of a research project concerned with' accounting 
for 
the brand management function include an enquiry-: into: the 
political influence of accounting in brand management decision- 
caking, -. management accounting techniques applied'-'to 
brand 
management, management accounting practices in large` vs; small 
branded -companies. The list of related -research--issues 
is 
seemingly endless. 
Social science is also limited by its design. 
The 
questionnaire survey was the primary research method employed 
in 
this study. The self-administered questionnaire suffersfrom 
the 
Potential that the respondent may make mistakes and/or notÄtreat'ý', 
the questionnaire seriously. It is difficult, for the=researcher'" 
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to counter the second problem. The first problem, however, is 
partially alleviated by the use of multiple items to measure one 
variable. Multi-item questions were widely used in 
this study. 
One can never feel totally satisfied that all of the limitations 
associated" with survey research methods have been removed, 
although certain checks of validity and reliability can be made. 
"A second strategy, designed to compensate for shortcomings in 
methodology, involves using more than one research method. This 
approach allows findings obtained via one approach to be 
validated via other methods. While this strategy has been 
employed in the thesis, one still has to concede that a study 
can always be strengthened by further increasing the number and 
type of data collection instruments used. 
The samples surveyed have been drawn from brand 'managers, 
marketing directors and finance directors in strongly-branded. 
British-based companies. For reasons outlined in chapter 7, it 
,TÄ1Q 
is felt particularly inappropriate to generalise the brand 
valuation findings outside Britain. Findings relating to the 
importance of RAPM and participation in a brand management 
context are believed to be more readily generalisable to other 
'Western economies. 
10.5 Suggestions for further research 
"}4, 
'r. +. . rte rirf +r 
The limitations referred to above serve -to highlight new 
research initiatives that may be taken in order to 
build on the 
work reported herein. With respect to scope, further 
insights 
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pertaining to a particular aspect of organisational activity can 
be achieved following studies conducted from -similar, albeit 
critically different, research perspectives. With respect'. to 
vagaries stemming from deficiencies apparent in, research design, 
it., is-believed that they can be most effectively ameliorated by 
basing new research on issues already raised by earlier 
initiatives. In this manner, misleading results-stemming from 
unreliable methodologies can be expected to be. exposed for their 
, shortcomings. < ý. ..,. 
There would appear to be abundant opportunities'. to build on 
this study, particularly with regard to that : part, of. '', the 
research concerned with brand valuation. 4r 
It was noted above that the brand valuation --. phase of: 
this 
study is bound to be constrained by the relative. novelty of the 
. exercise and the limited number of companies;: that currently 
value their brands. If this exercise becomes, more, widely 
adopted, one could analyse the extent to which, brand ;. valuation 
represents an effective counter to short-termism,, using 
data 
collected in brand valuing companies. This is believed to 
be a 
more satisfactory approach to this question than the 
attitude-based research conducted in this study.::.; ' 
With respect to the brand valuation phase 'of ,. 
this work,. it 
would appear to be relatively easy. as, well : as., potentially 
rewarding, to replicate the study in another country. 
Such a 
study is believed to be potentially rewarding as alternative 
professional environments may inculcate.. accountants.. with 
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different attitudes towards intangible asset recognition. 
Varying degrees of short-termism evident in different `countries 
aay also disrupt the relationship between attitude to brand 
valuation and perceived short-termism, that has been noted in 
this'study. 
The call for research into the nature and possibility of 
assigning values to assets which make up the difference between 
the net identifiable assets and the market capitalisation of an 
entity, made by the Research Committee of The Institute of 
Chartered Accountants of Scotland (McMonnies, 1988) and also 
Arnold`et al (1991), is both relevant to this study and worthy 
of reiteration. While both of these research reports are 
concerned with the deficiencies of "external reporting, a 
fundamental precept of both reports is that information which 
investors require is the same in kind, but not in volume, as the 
information that managements need to run an entity. Research 
into appropriate ways to value intangible assets thus carries 
potential benefits for internal accounting systems as well as 
any external accounting system that places greater emphasis on 
reporting changes in corporate wealth. 
At a more general level, other studies may be designed, along 
Similar lines to those employed in this work, to enquire into"` 
the appropriateness of accounting for other intangible assets. 
Such - research initiatives 'may be fruitfully applied to the 
context of managing R&D. 
Research designed to investigate the two theories promulgated 
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in this chapter is also called for. The first theory states that 
brand managers feel less job-related tension in situations of 
high-reliance on accounting performance measures, as dependency 
on these performance measures signifies greater authority and 
freedom to act. The second theory relates to the view that 
planning is the critical role served by budgeting in a brand 
management context. It has been suggested that brand manager 
participation in planning (achieved via budget participation) 
results in greater job understanding which in turn leads to 
reduced levels of tension, particularly in high task uncertainty 
situations. The relative novelty of these theories requires that 
further studies be conducted to investigate the extent to which 
they are tenable. 
10.6 Conclusion 
In this chapter, the study's findings have been discussed 
in 
connection with the extant body of knowledge arising from 
management accounting research concerned with similar variables. 
Two theories have been put forward to explain the relative 
importance of reliance, on accounting performance measures and 
budget, participation in the context of brand management. The 
first of these theories suggests that greater RAPH is sought 
by 
brand''managers, as this administration-based form of subordinate 
control provides the brand manager with greater responsibility 
and freedom to act. Budget participation is believed to 
be 
important as it signifies greater brand manager involvement 
in 
planning. Involvement in planning results in greater, 
brand 
manager job understanding and provides an opportunity to . gain 
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greater "brand ownership"_ 
It" has been noted that this work and, in,, particular, that 
phase concerned with brand valuation, opens many avenues for new 
research initiatives. Such studies may facilitate a more 
meaningful reference to a theory of "brand value: management 
accounting" or "brand value budgeting". The building of `such a 
theory is believed to be worthwhile from the perspectiveof both 
the interested academic's perspective as well as'V the manager 
concerned with management accounting procedures that. promote 
effective control. 
In a research report concerned with brand valuation, an issue 
that has stirred considerable financial accounting . controversy 
in recent years, it would seem appropriate that, in the final 
section of the final chapter, the author should let, his views, 
which have benefitted from the research experience, be. known. a. 
Consistent with Barwise et al (1989). the, researcher ibelieves 
that as brand valuation is inconsistent with. the, historical cost 
basis of financial accounting, it is inappropriate to include, a 
capitalised valuation of brands in externally reported accounts 
that have been, in all other regards,, constructed ° using 
conventional accounting methods. Recommendations for changes . 
to 
_the-" 
fundamentals of external reporting (e. g. McMonnies, ' 
1988; 
Arnold et al., 1991) are, however, welcomed. - 
Such 
recommendations call for greater emphasis to be placed on 
reporting economic value, a development which, can be expected 
to 
bring greater efforts to value intangible; assets, --, such as 
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brands. Despite the merits claimed on behalf of such alternative 
bases "of external reporting, it appears highly likely that we, 
will' continue with traditional methods of financial reporting°- 
for the foreseeable future. 
Having highlighted the inappropriateness ' of -: 'brand- 
capitalisation under existing financial accounting conventions, 
one then turns to consider the appropriateness- of broadening, 
management accounting systems to accommodate periodic - brand 
valuations. Innes and Moyes (1991) have recently discussed the 
extent to which information for senior management should be made 
available to external investors. This suggests a narrowing` ofý 
the divide between financial and management accounting. With 
respect to the likelihood of such a development, one is drawn 
into the question of whether the two parties require different 
types of information. Whatever view one takes on this question, 
the need for objective verifiability that 'is evident` in 
connection with external financial statements,. but, not ýin 
connection with accounting information produced for 'internal' 
use, suggests that the distinction between the two branches of. 
accounting will continue to be apparent. The distinct nature of 
the' two accounting orientations is particularly-* evident - in 
connection with brand valuation. This is because the conflict 
between intangible asset recognition and objective measurement 
is not as great an issue when viewed from' a'-management's 
accounting perspective. 
It is the author's belief that the existing 
financial 
accounting standards create an opportunity for management 
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accounting standards create an opportunity for management 
accounting to provide a lead in the area of brand valuation 
(Guilding and Moorhouse (forthcoming)). In connection with 
Kaplan's (1984) assertion that financial accounting is the 
driving force behind the development of management accounting 
systems, brand value accounting appears to present. an excellent 
opportunity for management accounting to move out of the shadow 
of its externally. orientated counterpart. 'Management accounting 
is better placed to provide the initiative for, the -,, development 
and 
. 
dissemination of brand valuation techniques. Findings in 
this, study suggest that internal benefits arising from such .a 
management accounting innovation would be more of a strategic 
than an operational nature. 
5 
As was-noted on pages 206-207, the B. M. sampling strategy was 
influenced by a desire to limit the number of companies sampled. 
This limitation was made in order to minimise extraneous 
variables relating to inter-company differences such as morale, 
company ethos, etc., which may interact with the variables of 
interest. Controlling for such extraneous variables increases 
internal validity. This approach suffers, however, from` the 
disadvantage of reduced external validity as' fewer companies are 
involved in the sample. The B. M. sample. involved 
88 brand 
managers drawn from 9 companies. Among the behavioural 
accounting researchers to have employed a 
-_similar -sampling 
strategy are Kenis (1979), Merchant (1981) and Imoisili (1985). 
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1% 
1. In the organisational chart, at what level is budgetary 
responsibility for brand profitibality assumed ? 
2. In the context of brand management, what are the primary roles 
of the budget ? 
3. With respect to brand management, what are the most important 
accounting performance measures. 
4. Describe the nature of the accounting/marketing interface in 
Your company. 
5. Compared to other formal and informal performance measures, to 
what extent are accounting measures used to appraise brand 
management performance ? 
brand va uation 
6. What was the reason behind your company reporting brand value 
in its published statements ? 
7. Is a budgeted brand value figure developed and, if so, to what 
extent is it viewed as a target by brand management ? 
8. Has the inclusion of a brand valuation on the company's balance sheet had any internal implications, e. g. enhanced 
Perception of the importance of brand development, support, etc.? 
9. Does brand valuation carry any other implications 7 
10. Does brand value recognition result in the allocation of more funds on brand support ? 
11. Does brand value have a role to play in strategic planning 
Old control ? 
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12. Has accounting recognition of brand value resulted in greater 
appreciation of the significance of brand value in strategic 
planning ? 
13. To what extent can brand valuation be used as a basis for 
brand manager performance evaluation ? 
14. If brand value recognition in the balance sheet were to be 
prohibited, would your company continue with the practice, as a 
contribution towards internal control ? 
15. Does the practice of brand value recognitiön'"act as a counter 
to the short-termism associated with traditional accounting 
controls ? 
16., Does brand valuation represent an internal control tool that 
can be deployed to counter the short-termism associated with 
traditional accounting controls ? 
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APPENDIX 2A 
BRAND MANACFMENT SURVEY 
Thank you for taking the time to complete this questionnaire 
Z: tSSi Please circle the number that is located in that part of the scale *tich best expresses your feeling. attitude or opinion. 
%S section is concerned with annual brand value assessment. : Answering key: 1- not at all; 2- to a small extent; 3- to some 
atent; 4- to a large extent; 5- to a very large extent) 
Not at 3A= 
All litt 
tsLtý: :3 what extent have you been involved in a kind valuation? 12345 
ttual brand value assessment impose a tlscipline that results in more complete and trough planning by brand managers? 1234S 
tcluding brand value in the budget result in 
treater brand manager participation in budget 
setting. 1234S 
IzItual brand value assessment result in improved o"ordination of brand management 
l ees 1234S 
Lalding, brand management accountable for brand value motivitate brand managers 
tavards higher performance? 12343 
I'nual brand value assessment reduce 
Ambiguity in the objective of brand 
4nageaent? 123 to 3 
Annual brand value assessment represent a Eel th f i i l p e s ng u technique for appra 
N rformance of brand management? 1234S 
' ual brand value assessment 
result in an increased examination and tebate of brand performance? 12343 
brand value assessments be useful in 
Communicating company performance to investors? 12345 
annual brand value assessment result in brand managers focusing more attention on 
maximising brand value? 
the adoption of annual brand valuation 
as a performance indicator result in 
improved long term brand performance? 
ý"1 
Not at ____s 
Au =: r. 
12345 
1234S 
the inclusion of 'brand value on the balance 
sheet act as a powerful reminder to company 
Policy makers that brands are an important 
asset? 12345 
annual brand valuation result in enhanced 
strategic brand planning and control? 12345 
brand value recognition in the company's balance 
sheet result over the long-term in increased 
expenditure on brand support and development? 12345 
Section B 
This section is concerned with the budget and other matters pertaining to your job. 
ATE The term "budget" as used below refers to the company operating plans 
for 
vo} department or administrative unit. 
(Please continue to circle the appropriate number) 
(1) To what extent are you involved in budget setting? 
To a small extent '12345 To a large extent 
(2) How would you describe the reasoning that your superior provides when 
making budget decisions? 
Very arbitary Very sound 
and/or illogical 12345 and/or logical 
(3) How often do you state your requests, opinions and/or suggestions about the 
budget to your superior without being asked? 
Never 12345 Very frequently 
(4) How much influence do you feel you have on the final 
budget? 
None 12345 Very high amount 
(5) How do you view the extent of your current contribution to the 
budget? 
Very Unimportant 12345 Very important 
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(6) How often does your superior seek your requests. opinions and/or 
suggestions when the budget is being set? 
Never 12345 Very frequently 
(7) How many of the tasks that you perform in your job are the same from day t c) 
day? 
Very few 12345 Most of them 
Answer key for questions 8- 16: 1- to a small extent; S- to a large extent. 
extent exrent 
(8) To what extent is there an understandable 
sequence of steps that can be followed in 45 carrvine out . ºn,, r ý, nrti? 123 
(9) In your company people involved in brand 
management do about the same job in the same 
way most of the time. 
(10) How repetitious are your duties? 
(11) To what extent is there a clearly 
known way to do the major types of work 
you normally encounter? 
(12) Basically, people involved in brand 
management perform repetitive activities 
in doing their jobs. 
(13) To what extent is there an understandable 
sequence of steps that can be followed in 
doing your work? 
(14) To do your work, to what extent can you 
rely on established procedures and practices? 
(15) To what extent would you say your work 
is routine? 
(16) To what extent is there a clearly 
defined body of knowledge of subject matter 
which can guide you in doing your work? 
1 2 3 4 S 
1 2 3 4 S 
1 2 3 4 3 
1 2 3 4 S 
1 2 3 4 3 
1 2 3 4 S 
1 2 3 4 S 
1 2 3 6 5 
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(17) All of us occasionally feel bothered by certain kinds of things 
in our 
vork. The following is a list of things that someti mes bother people. 
How 
frequently do you feel bothered by each of them? 
(Answer key: 1- Never; 5- Nearly all the time) 
Ne ver e 
(a) Feeling that you have too little 
authority to carry out the responsibilities 3 4 5 assigned to you. 12 
(b) Being unclear on just what the scope 2 3 4 3 and responsibilities of your job are. l 
(c) Not knowing what opportunities for 3 4 S advancement or promotion exist for you. 12 
(d) Feeling that you have too heavy a work load, one that you can't possibly finish 2 3 4 5 during an ordinary working day. 1 
(e) Thinking that you'll not be able to 
satisfy the conflicting demands of various 3 4 S People over you. 12 
(f) Feeling that you're not fully qualified 2 3 .4 S to handle your job. 
l 
(g) Not knowing what your superior thinks of 2 3 4 }S You. how he/she evaluates your performance. 
l 
(h) The fact that you can't get information 2 3 4 3 needed to carry out your job. 
l 
ii) Having to decide things that affect the 2 3 4 S lives of individuals, people that you know. 
1 
(j) -Feeling that you may not be liked and 2 3 4 S accepted by the people you work with. 
1 
(k) Feeling unable to influence your immediate 2 3 4 5 superior's decision and actions that affect you. ' 
1 
(1) Not'knowing just what the people you l2 3 4 S vork with expect of you. 
im)" Thinking that the amount of work that you 12 3 4 5 have to do may interfere with how well it gets done. 
(n) Feeling that you have to do things on the 2 3 4 5 job that are against your better judgement. 
(o)- Feeling that your job tends to interfere 12 
3 
3 4 S 
vith your family life. 
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(18) When your superior is evaluating your performance how much importance do 
you think he/she attaches to the following items: 
(Answering key: 1- of no importance; 5- very important) 
imD Or tanCe 
, 
(a) How well I cooperate with colleagues. 1 23 4 S 
(b) 
How much profit 
I make. 1 23 4 S 
(c) How well I get along with my boss. 1 23 4 
5 
z(d) How much effort I put into my job. 1 
23 4 5 
(e) 
, 
What level of sales I achieve. 1 23 4 
5 
(f) Meeting the budget. 1 23 4 
5 
, 
(g) My attitude towards my work and company. 1 23 
4 S 
(h) My ability to handle my staff. 1 23 
4 5 
(i) 
, 
My concern with market share. 1 23 
4 S 
(j) My concern with quality. 1 
23 4 5 
(Answer key for questions 19 -27: 1- strongly disagree; 
9trongl 
5 strongly agree) 
n- 
(19) Accounting based performance measures 
sa¢ree AL= 
(sales. profit etc. ) are appropriate indicators 4'` of my job performance. l . 
23 
(20) When assessing my performance strong 
emphasis should be attached on my ability to 3 S meet the budget. 1 2 
(21)_, The budget enables me to be more flexible. 1. 
23 4 5 
(22) The budget enables me to be more innovative. 
1 23 4 5 
(23) The budget enables me to be a better manager 
1 23 4 5 
(24) The budget enables me to keep track of my 23 4 5 success as a manager. 
1 
(25), I feel a great sense of personal 1 23 4 S Satisfaction when I achieve budgeted goals. 
(26) Achieving budgeted goals increases my 23 4 5 feeling of self esteem. 
1 
(27)- I feel bad when I do not meet budgeted goals. 
1 23 4 5 
(Answer key for questions 28 - 33: 1- not at all; 5- to a very 
large extent) 
V 
tar e Not a 
311 
t 
(28) To what extent should greater emphasis 45 be placed on long-term brand development? 1 23 
(29) To what extent does your company place too 43 Ouch emphasis on short-term sales levels? 1 23 
(30) To what extent does your superior take 
advantage of opportunities that come up to further your interests by his/her actions and 
decisions? 1 234S 
(31) To what extent do you feel free to discuss 
with your superior the problems and difficulties 
You have in your job without jeopardizing your 45 Position or having it "held against" you later on? 1 23 
(32) 
-To what extent do you feel confident that lour superior keeps you fully and frankly 343 laformed about things that might concern you? 1 
2 
(33) --Superiors at the best of times must make 90cisions which seem to be against the interests 
cf their subordinates. When this happens to you as 
i subordinate, to what extent do you trust your 
=1perior's decision is justified by other g4S Considerations? 1 2 
Rarel 
1a s 
y 
facto 
FXrr @IY 
ry Ltd 
(34) How would you rate your recent overall 1234S Job performance? 
(35) Consider your performance on your job. Evaluate your own performance 
in 
'ach of the following specific areas of managerial activity. (Please circle one number on each line) 
&=d tAtIsfactom 
(a) Planning: 'Determining, goals. policies, 
Md courses of action. Work scheduling, setting t?, procedures, setting up goals or standards, 1Z34 =r'paring agendas. 
(b) Investigating: Collecting and preparing 
information 
usually in the form of records, 
teports and accounts. Preparing financial 
Itatements, record keeping, doing research. 1234S bb analysis. 
Rarel FYtr z 
satisfactory L' 
(c) Coordinating: Exchanging information with 
People in the organisation other than your 
subordinates in order to relate and adjust 
activities. Advising other departments, 
expediting, liaison with other managers, 
arranging meetings, informing superiors. 
seeking other departments' cooperation. 
(d). Evaluating: Assessment and appraisal of 
Proposals or of reported or observed performance. Eiployees appraisals, judging output records, i'4ging financial reports, product inspection, 
approving requests, judging proposals and 
suggestions. 
(e) -Supervising: Directing, leading and developing your subordinates. Counselling 
=1bordinates, training subordinates. Explaining 
V3rk rules, assigning work, disciplining, Lndling complaints of subordinates. 
(f) Staffing: Maintaining the work force of 
your unit or of several units. Recruiting, 
esployment interviewing, selecting employees, 
Placing employees, promoting employees, transferring employees. 
(9) Negotiating: Purchasing, selling, or 
tontracing for goods and services. Contracting 
=jppliers, dealing with sales representatives. 
advertising products, collective bargaining. 
Selling to dealers or customers. 
(h) Representing: Advancing the general itterests 
of your organisation through speeches. 
Consultation. and contacts with individuals or 
groups outside the organisation. Public speeches, 
Community drives, news releases, attending 
toaventions. business club meetings. 
1 2 ; 4 S 
1 2 3 4 S 
1 2 3 4 3 
1 2 3 4 S 
12363 
1; 2 g45 
Continued .... 
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e1L 
ýeaeral background information. 
1(1) How long have you held your current position? _, 
yrs _ mths 
(2) How would you describe the overall market in which your brand sells? (circle the number relating to the closest response). 
-A new, emerging market i 
- An established, growing market 2 
-A mature and stable market 
-A declining market 4 
(3) What is your company's position in its overall market? (Circle the number relating to the closest response) 
"` Overall market leader (approx. largest market share) 
" Overall market challenger (approx. second largest market 
share) 2 
Overall market follower (smaller, but still significant 
share of the market) 3 
" Market nicher (does not operate across overall market, 
but exclusively in selected segment(s) )4 
(4) To what extent does marketing influence the other departments 
(e. g. Production, Finance, R&D, etc. ) in your organisation. 
To a small extent 12345 To a large extent 
(3) In my organisation management thinks in terms of serving the 
needs and wants of well-defined markets chosen for their long-run 
growth and profit potential for the company. 
Strongly disagree 12345 Strongly agree, 
16) My company has a strong marketing orientation. 
Strongly disagree 12345 Strongly agree 
You would be willing to participate in an interview in connection with this "search on accounting for brand management, please fill in your name and ksition below. Alternatively, you may telephone me on 0274 542299. I would l1kj* 
to thank you for your kind co-operation and to reconfirm that your responses K11 be treated in a completely confidential and anonymous manner. 
Otis Cuilding 4tdford 
University Management Centre 
" 
.......................... Position ........................ 
't there are any matters pertaining to this questionnaire that you would 
like to 
111borate 
upon, please do so in the space provided below. 
APPENDIX 2B 
BRAND MANAGEMENT QUESTIONNAIRE 
COVERING LETTER 
tear 
Following an offer by Mr Chris Guilding BA MBA ACMA, a researcher from the Bradford Management Centre, is to be the 
t4bject for his study into accounting for the brand management inaction. 
This study carries two specific objectives: 
1" Appraise the internal implications of conducting periodic brand 
valuations. One example of this relatively innovative exercise 
has been developed by Interbrand, a brand consulting agency. 
This particular brand valuation technique involves determining, 
through consultation with marketing management involved in the 
brand to be valued, the brand's strengths on factors such as: 
leadership, stability, market, internationality, trend, support 
and protection. The ratings achieved with respect to these 
factors, combined with historic brand profits, provide the 
basis for the assessment of the financial value of the brand. 
The brand valuation can be conducted on an annual'basis and 
used in various ways including, for instance, inclusion in the 
company's published balance, internal budget, strategic 
. -decision making etc. 
2" Appraise the way that the budget is viewed by brand management, 
and implications arising from the way in which it'is used. 
from this study, a report will be produced, written specifically 
for 
U1e consideration of -. ý. management. In order to afford ? alaidity to the findings of the report, it is hoped that a response rate of over 90% will be achieved. Your co-operation in careful and Considered completion of the questionnaire is thus strongly Incouraged. Piloting of the questionnaire suggests that it will take around 20 minutes to complete. 
tau canýbe assured that your questionnaire reponses will be treated is a completely anonymous manner and will only be seen by Mr Cuilding for the purpose of data entry into a computer for statistical nslysis. Could you please return your completed questionnaire 
in 
postage paid envelope provided. 
thank you for your co-operation in this matter. 
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TEXT BOUND 
INTO 
THE SPINE 
APPENDIX 3A 
"' ' BRAND VALUATION QTJESTIC HAIR: 
ND MANAGEMENT SURVEY 0 YOU to 
ýIIS . 
C? Cle the numbs that best egnsses your answer, or *lon. 
at involved in the management of mare dm one brand. please Ot+sWU the 
ZU IM from the paspecove of the brand with Which you have primary 
Background infatmatiýon 
Whit is the position you hold within yoar orprdtition? 
" ]yýüLLýtf jtý 
" woe or 
" Chief Acoosmnnt 
" Other Accounting 
" Marketing Director 
" Marketing Manager 
" Brand Manager 
" Other Pkue specify 
1 
2 
3 
4 
S 
6 
7 
$ 
How long have you held your ==t position? __ yrs _.. _ mths 
To whit auan arg you involved in brand am nt? 
" Ovcndl day-m-day iresponsibil ty for mae+e tl*n $ bends 1 
" Shut day-ý day bý7iry far make than $ brands 2 
" Day-today;; n# fa reine brands (3-a) 4 ' Diy y rcsomnibility for I or 2 brands 
' Arm's length bwolvtment with brands S No imrolvcmem M tU 6 
ý_ 
pe 
, 
Ipmrst. 
p= 
srowth Ctc.. 
ýelfpOflCit 
"Yes I 
" No 2 
" Don't know/ No applicable 3 
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BRAND MANAGEMENT SURVEY 
SttiOn I Your Company 
(1) How would you describe the overall market in which your brand operates? 
-A new, emerging market 1 
" An established, growing market 2 
-A mature and stable market 3 
"A declining market 4 
What is your brand's position in its overall market? 
" Overall market leader ( rox. lugest market share) I 
- Overall muket challenger (apxuox. second lamest market share) 2 
" Overall market follower (smaller. but still significant market share) 3 
- Overall market trailer (small market share) 4 
" Market niche (does not operate across overall market, but exclusively in selected segment(s)) 5 
To what extent do you Agree with the following statements about the way your 
company operates? 
Strongly Strongly 
Disajpw AV= 
"My company has a strong marketing 
"1 234567 o ientation 
(4) "My company places too much emphasis 
" 234567 1 on short-t= sales levels 
(5) "My company should place guter 
emphasis Ion g-term brand 1 234567 
(6) "In my organisation marketing has a 
- 
strong influence over other departments 
"1 234567 (eg. Production. Finance. R dc D) 
(7) "The costs of an annual brand value 
assessment should be allowed for in 
my company's marketing budget" 1 234567 
(8) "In my organisation management thinks in 
terms of serving the needs and wants of 
well-defined markets chosen for their 
long-run growth and profit potential for 
" 234567 d the company. 
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,. BRAND MANAGEMENT SURVEY 
Section C Attitude towards brand valuation and annual brand value assessment. 
T 
NoLat 
o 
(1) 
To what extent have you been involved 3456 7 in a brand valuation? 12 
In your opinion_ to what extent would: 
(2) 
annual brand value assessment impose a 
discipline that results in more complete and 23456 7 thorough planning by brand managers? 1 
(3) 
including brand value in the budget result is greater brand manager participation in budget setting? 4S6 123 
7 
(4)_... 
annual brand value assessment result in 
he co-ordination of brand management 4S6 23 7 ý at 1 
L5) 
holding brand management accountable for brand value motivate brand managers 
wards higher performance? 
(6) 
annual brand value assessment reduce 
ambiguity in the objective of brand 
management? 
(7) 
Inntal brand Value assessment represent 
a helpful technique for appraising the 
Performance of bzand management? 
(8) 
annual brand value assessment result in an increased examination and debate of brand performance? 
i134S67 
I234567 
23qS67 1 
123qS67 
continued/.. 
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c 
'BRAND MANAGEMENT SURVEY 
Section- C (continued) To a veg 
In your opinion. to what extent would: 
(9) 
annual brand value assessment result in brand managers focusing more attention 
on maximising brand value? 123°4567 
(10) 
the adoption of annual brand valuation 
as a performance indicator result in improved long term brand performance? 1234S67 
(11) the inclusion of brand value on the balance 
sheet act as a powerful reminder to company 
Polio ºº makers that brands are an important 4567 asset. 123 
(12) 
annual brand valuation result in enhanced 
Strategic brand planning and control? 
(13) 
brand value assessments be useful in 
eoamwnicating company performance 
to investors? 
(14) 
brand valuation consultancy fees (of, say, £15.000 for valuing one brand or £50.000 for valuing a portfolio of 12 brands) be 
Peguded as cost-effective? 
cis) brand value recognition in the company's balance sheet result, over the long-term, in iftrcased 
ne 
expenditure on brand support and 
1234S67 
1234567 
1234567 
123as67 
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BRAND MANAGEMENT SURVEY 
Section T) Roles of the budget 
Budgets have a number of different purposes to fulfil with respect to brand 
management. Indicate how important you think each of the following budgetary 
purposes is in the context of brand management. 
(1) To forecast the future 
(2) To assist profit maximising 
(3) As a means by which senior 
management communicates to 
other levels in the company 
(4) To judge perfesmance 
(5) As a means of calculating rewards 
(6) To motivate employees to do better 
(7) Toconmol performance by calculating 
and investigating variances 
(g) "'' To promote planning 
'76 identify authorised level of 
' expenditure 
(10) Tö co-ordinate between different 
functions 
(11) Any other purpose you think is 
=po=t 
(Please state below) 
1 2 3 
. t. 
4 
.. _ . 
S. 
_... _ 
6... ýý 
1 2 3 4 S 67 
1 2 3 4 S 67 
1 2 3 4 S 6 7., 
1 2 3" 
4y s. " 6 .. 7. 
1 2 3 4:. f S 
6 7" " 
1 2 3 4 S. 6 ýe 
1 2' 3' 4 S .. 6" -7 
1 2 3 ": 4ý 
S rt 6" 7 i " 
1 2 3. . ý4 
S 6"7 
rkradford like to thank you for your kind co-operation and to raonr3nn 
that your 
s will be tmated in a completely confidential and anonmanner. 
Unive ity Management Centre 
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APPENDIX 3B 
BR1ND VALUATION QUESTIONNAIRE 
COVERING LETTER 
UNIVERSITY OF BRADFORD MANAGEMENT CENTRE EMM LANE BRADFORD WEST YORKSHIRE B09 4JL UK * 02741542M ýscia and P Of anent DAVID TH WEIR MA OipPSA FBIM T Faa IM41 4 
Gra+P Professor d Fiance and Ao ou, tx p: RICHARD H 'PIKE MA PhD FCA 
17 October 1990 
ýW.,...,..... ....,. ° .; 
Dar $V/ 
Iam a researcher at the Bradford Management Centre. My research team is Investigating 
the topical issue of brand valuation and budgeting for brand Ainagement. As part of this study we are surveying the attitudes of fLAancial 
and marketing personnel. It is hoped that this survey will shed bore light on the internal implications of conducting periodic brand 'Valuations. 
IG le a* small group of companies have used a variety of brand valuation I piques, most respondents to this survey will be unfamiliar with the ýractice. For the purpose of this study, brand valuation refers to an Zercise similar to that developed by Interbrand, a brand consulting agency. 
. 
This particular brand valuation technique involves determining, dough consultation with marketi management involved in the brand to be ýL1d the brand's strengths on factorsgsuch as: leadership, stability. 4rket,, internationality, trend, support and protection. _ 
The ratings achieved with respect to these factors, combined with historic brand PVOfits, `provide the basis for the assessment. of the financial value of the brand. The brand valuation can be used in, various ways including, for ketance, inclusion in the company's balance sheet, budget or for strategic ; leaning. 
Tvonder'if 
you would help us by spending about 10 minutes of your time to tOtPlete the attached questionnaire? From the completed-questionnaires, a report will be produced, written specifically for the interested respondent. If you would like a copy of the report, please write your name " address on the reverse side of the questionnaire.,, Copies of the report 1 be., distributed in January 1991. ;, °_ 
'flu 
can be assured that your questionnaire responses viii be treated in a gOjPletely 
anonymous manner and will only be seen by myself for the purpose Of data entry into a computer for statistical analysis. Could you please turn your completed questionnaire in the postage paid envelope provided. 
14Y-1 
thank you in advance for your help in this study. 
IYours 
s 
7jL 
Chris Cuilding BA 
Z 
ACMA 
APPEi: ^: _' 3C 
BAND VALUATION . ýUESTIONNAIrE 
REMINDED. LETTER. 
UNIVERSITY OF BRADFORD MANAGEMENT CENTRE EMM LANE BRADFORD WEST YOFOGHM B09 4JL UK a 1=741 SAZM a"c+or and Froýsaor d TON s1 v. e a Mrrpemoll DAVID TH WEIR MA DOPSA FBNA f.. W74) 5466 6866 
FrwvW Oa4 Protýsor d F*wný end Aooo s: RICWIRD H PIKE MA PhD FCA 
CVLMP' 5th November 1990 
lar SLR 
, couple of weeks ago you were sailed a copy of the questionnaire on hand 
valuation. If you have completed and returned the, r-, ,.. t4*stionnaire I would like to thank you very auch for participating 14 this study. 
You have not yet had time to complete the questionnaire. I would 
sost grateful if you could do so, as each additional respondent strengthens the quality of the study. I enclose a second copyýof the R4estionnaire and return envelope in case the earlierFssailing has 4*n 
misplaced. 
would like to reassure you that all responses are being treated ºith complete confidentiality and that completed questionnaires are °tlf seen by myself for the purpose of computer data entry. 
Z would like to receive a summary of the results of this study lease 
put your name and address on the reverse side'of the Nationnaire. This summary should be available in January 
1991. 
fours 
sincezsly r 
" 
41tistopher 
Cuilding MBA ACHA - '" 
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